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INDEPENDENT OFFICES APPROPRIATIONS, 1952 


WEDNESDAY, APRIL 4, 1951 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 2:30 p. m., pursuant to adjournment, in 
room F-39 of the Capitol, Hon. Burnet R. Maybank, chairman of the 
subcommittee, presiding. 

Present: Senators Maybank, Ellender, Saltonstall, and Thye. 

Senator Maypank. We will proceed, gentlemen. The subcommittee 
will be in order. 

The next item we have on the agenda of the subcommittee is the con- 
sideration of the budget of the Atomic Energy Commission. 


ATOMIC ENERGY COMMISSION 


STATEMENTS OF GORDON DEAN, CHAIRMAN OF THE ATOMIC 
ENERGY COMMISSION; M. W. BOYER, GENERAL MANAGER; 
WALTER J. WILLIAMS, DEPUTY GENERAL MANAGER; R. W. 
COOK, DIRECTOR, DIVISION OF PRODUCTION; AND FRANCIS J. 
McCARTHY, JR., DEPUTY DIRECTOR FOR BUDGETS 


SALARIES AND Expenses 
GENERAL STATEMENT 


Senator Maynank. Mr. Dean, I understand that you have a state- 
ment that you want to make first. 

Mr. Dean. Yes, sir. I would like to make an opening statement, 
and I would then like to offer several items for the record. 

We begin these hearings on our fiscal 1952 budget with the advan- 
tage gained on both sides, I think, from the previous briefings of a 
classified nature which were given before this committee during parts 
of February and March, and which dealt with our program at some 
length. 

You will recall that, during the course of those briefings, various 
members of the Commission’s staff discussed with you in detail the 
substance of the program, which we propose to pursue during the 
next fiscal year. 

Before resuming the detailed discussion of our budget, I would 
like to offer for your consideration the concept which we feel is funda- 
mental to a clear understanding of our job. For ease of examination 
and administration, our budget is divided into segments which, for 
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lack of a better name, we call “programs.” It should be borne in 
mind, however, that we have, in fact, but one program. Each of 
the segments is dependent upon one or more of the others, and together 
they work toward the accomplishment of the objectives assigned to 
us in the Atomic Energy Act of 1946, 


BUDGET ESTIMATE 


The budget which you have before you today is the largest annual 
budget which the Commission has ever requested; it totals $1,210,- 
000,000 for the fiscal year 1952. It is not larger than the total budget 
for the preceding fiscal year, however, because that budget was in- 
creased through the medium of supplementals by the Congress in the 
amount of $1,325,000,000 to provide for the construction necessary for 
the reactor program at Savannah River and for the gaseous diffusion 
plant at Paducah, which were the principal items in that supplemental 
of last year. 


AMOUNTS FOR OPERATIONS AND CONSTRUCTION 


There is a decided shift in the need for funds reflected in our budget 
this year. Funds requested for operations increase from $485,200,000 
for fiscal 1951 to $580,300,000 for fiscal 1952. In other words, it is an 
increase of $95,100,000. Funds requested for construction, on the 
other hand, decreased from $1,431,100,000 for fiscal 1951 to $289,700,- 
000 for fiscal 1952, or a decrease of $1,141,400,000. 

There are two reasons for the increase in funds requested for op- 
erations as distinguished from plant and equipment: (1) Portions of 
the construction for which the Congress has provided in recent years 
are now reaching completion and funds are required to put these fa- 
cilities to work. As more of these authorized construction projects 
are completed in later years, additional moneys will be needed to op- 
erate them. (2) The increased production of weapons and weapons 
parts increases the operations side of our program, and therefore ac- 
counts in large measure for the increased operations cost which you 
will find reflected in the weapons program. 

Your experience as members of the Committee on Appropriations 
has made you aware, I am sure, of the difficulties incident to the 
preparation of a budget some 18 months in advance of the fiscal year 
for which the budget is prepared. There are one or two items in this 
budget which are not as firm as we should like to see them. 

Senator Maysanx. Would you mind repeating that last sentence? 

Mr. Dean. There are one or two estimates of the amounts which are 
not as firm as we should like to see them. In other words, we would 
like to have more accurate guesstimates at this time. During the 
course of these hearings we will try to explain to you why it is im- 
possible at this time to arrive at a firm estimate for certain of these 
items, and we will try to pin-point them for you. 


SUPPLEMENTAL FUNDS MAY BE REQUESTED IN 1952 


I should like to point out that the estimates which are presented 
here were based on price and wage levels prevailing on or before July 
1, 1950. If the program as originally planned is to be accomplished, 
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it therefore may be necessary to request additional dollars during the 
next fiscal year. 


PRICE AND WAGE INCREASES 


Senator Maypanx. How much do you estimate the prices and the 
wages have gone up since June 1950? 

Mr. Dean. I would say since August of 1950, construction costs 
have increased in the neighborhood of 13 percent. 

Senator Maysank. W hat about w ages ¢ 

Senator ELLeNpeR. Wages are included in the 13 percent ¢ 

Mr. Dean. In the construction costs; yes, sir. 

Senator ELLenper. That is over all ¢ 

Mr. Dean. Yes. 

Senator EtteNprer. Have you added this 13 percent to your esti- 
mates ¢ 

Mr. Dean. No, sir. That is the point I am trying to make. So 
far as this budget is concerned, we have not made an allowance for 
the increase which has occurred. 

Senator ELtenper. Yours is based on June of 1950? 


ADDITIONAL FUNDS FOR SAVANNAH RIVER PROJECT 


Mr. Dean. That was the budget assumptions we made when the 
budget was prepared. 

Further, as we stated to you in our letter of February 13, 1951, ad- 
ditional dollars will be required in 1952 for our Savannah River 
project. It is expected that by midsummer our contractor will have 
a firm estimate of costs available for that project. When this budget 
was prepared, there was included an item in the amount of $15 million, 
which I cannot identify right here because of its classified nature, 
which it now appears probably will not be required, and we can talk 
to you off the record on that one. 

This situation was discussed with the Bureau of the Budget, who 
advised, in view of the eventual need for additional funds in 1952 
for the Savannah River project, we should inform you of this prob- 
able saving of $15 million, which could be available for the Savannah 
River project, rather than submit an amendment to the budget. 

As you know, we are appearing before you this afternoon in advance 
of the action to be recommended by the House Appropriations Com- 
mittee. Although we do not know at this time what that action will 
be, we feel certain that this committee will afford us an opportunity 
in the future to appeal any action which, in the opinion of the Com- 
mission, would serve as an obstacle to the successful pursuit of its task. 

Now, in response to the request of the chairman of this committee, we 
have prepared for you a brief, unclassified statement, which I should 
like to offer for the record and which gives some information of an 
unclassified nature on each one of our programs, that is, for source and 
fissionable materials, for weapons, for physical research, reactor de- 
velopment, biology and medicine, and a general statement on the com- 
munity program. 

tm sg Maysank. Without objection, it will be made a part of the 
record. 
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(The statement follows :) 


STATEMENT ON SOURCE AND FISSIONABLE-MATERIALS PROGRAM 


Included in the source and fissionable-materials program are those activities 
concerned with the production of the fissionable materials uranium-235 and 
plutonium in forms suitable for use in weapons, including all activities pre- 
liminary thereto, such as the procurement of uranium ores and concentrates 
and the processing of such ores and concentrates into forms suitable for use in 
the plants which produce fissionable materials and the production of many 
special materials required in the operation. Uranium-235 and plutonium are 
the fuels of atomic energy. The quantity of ore available and the capacity for 
eonverting it to uranium—235 and plutonium determine the number of atomic 
weapons that can be produced and stockpiled for defense and also the stock 
of fuels for producing power in nuclear reactors. 

Funds requested for operating costs in fiscal year 1952 total $209,738,000, an in- 
crease of approximately 40 percent over the estimates for fiscal year 1951 and 
of more than 70 percent over total costs in fiscal year 1950. 

A major portion of the increase provides for taking full advantage of an 
improved raw-materials situation. This reflects itself in both the estimates 
for procurement of raw materials and in the estimates for plan operations 
which can be accordingly expanded to utilize the quantity of material avail- 
able. Thus, operating cost estimates for production of U-235 and plutonium in- 
clude costs to operate some of the new facilities being constructed with funds 
appropriated by Congress during fiscal years 1950 and 1951. Despite significant 
increases in costs of labor and materials the estimates contemplate a reduc- 
tion in the unit cost of proceessing the major products—U-235 and pultonium— 
as well as for most of the intermediate and feed materials. 

In addition to providing for normal improvement and alteration of exist- 
ing production facilities, the plant and equipment estimates provide for the 
construction of a number of important new facilities. The improvements and 
alterations to be made to existing production facilities and the new facilities 
contemplated will contribute further to the Commission’s ability to produce 
larger quantities of fisionable materials at reduced unit costs. Total obligations 
for fiscal year 1952 are estimated at $57.6 million as compared to 1,218.5 million in 
fiscal year 1951 with actual costs incurred increasing from $198.5 million in fiscal 
year 1951 to $537.3 million in fiscal year 1952. 


STATEMENT ON THE WEAPONS PROGRAM 


The weapons program comprises the research, development, production, test- 
ing, storage, and surveillance activities in the atomic-weapons field. Included 
as an integral part of the program is provision for increasing the fund of basic 
knowledge requisite to a progressive program in the military application of 
atomic energy, the development of new types of atomic weapons, and the main- 
tenance of stockpiled weapons in a state of constant readiness. These activities 
are centered at the Los Alamos Scientific Laboratory at Los Alamos, N. Mex.; 
the Sandia Laboratory at Albuquerque, N. Mex.; and other locations. 

The costs of operations under this program are estimated at $161.1 million 
for 1952 as compared to $135.5 million for 1951. The estimate for 1952 provides 
for a continuation of extensive work on all aspects of the program, including 
the development of new and improved atomic weapons and the production of 
weapons of the latest approved design. 

Obligations for plant and equipment in support of this program to be incurred 
in 1952 will amount to $125.8 million as compared with $105.2 million for 1951. 
The major portion of the 1952 obligations pertain to facilities authorized, and 
appropriated for in part, in the Second Supplemental Appropriation Act, 1951. 

For reasons of security, detailed explanations of this program which the com- 
mittee may desire are reserved for presentation in executive session. 


STATEMENT ON THE REACTOR DEVELOPMENT PROGRAM 


Reactors are the machines for converting atomic energy into useful work. 
From the long-term point of view, the development of reactors is the main hope, 
and almost the only hope, of an appreciable civilian use of atomic energy. For 
the immediate future very little distinction can be made between reactors for 
civilian uses and reactors for military uses. In general the same ground must 
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be covered in order to learn how to design a power-producing reactor for any 
purpose. However, it can be expected that economic factors will be somewhat 
less compelling in the case of military application. 

For either civilian or military uses, the extent to which atomic power will 
prove practical will depend mainly on the adequacy of the supply of raw ma- 
terials, both as to cost and as to the amount available. As is well known most 
reactors to date utilize only the fissionable isotope of uranium which constitutes 
only seven-tenths of 1 percent of the supply of uranium in its natural state. For 
this reason interest continues in the “breeder” type of reactor which, it is hoped, 
may make possible the utilization of our entire supply of uranium and thorium, 
and thus, in theory, multiply by a factor of more than a hundred our potentially 
available reserves of nuclear fuel. 

Reactors designed to meet the present goals of the reactor development pro- 
gram—reactors for production of fissionable materials, reactors for power gen- 
eration, mobile reactors for propulsion of ships and aircraft—represent large 
technological advances over reactors now in operation. To solve the many dif- 
ficult problems requires the development and evaluation of new construction 
materials together with development of methods of production, the measurement 
of nuclear and physical properties of many materials, and many theoretical 
and experimental studies. Because of the progress being made in these broad 
fields of reactor technology it is possible to place increased emphasis on engi- 
neering design and the immediate problems of applied research in the develop- 
ment of specific reactors. 

In the current program four reactors are planned for full-scale development 
and construction as part of the reactor program and several others are under 
preliminary development. In addition a production-type reactor is being de- 
veloped in conjunction with the production program on a full-scale, early con- 
struction basis. Of the four in the reactor program one is a “breeeder.” <A 
“breeder” is a reactor in which more fissionable material is produced than is 
consumed as fuel in operation. It is designed around the possibliities of utiliz- 
ing fast neutrons for breeding purposes. The second reactor planned is known 
as the materials-testing reactor and is a tool to permit the study of materials for 
reactors in a manner quite analogous to the use of a wind tunnel for the study 
of airfoils for airplanes. This reactor is of particular interest to the Air Force 
in view of the need for the most efficient and most compact reactor possible 
for ultimate aireraft propulsion. The third and fourth reactors are a straight 
forward attack on the problem of a reactor for ship propulsion. In addition 
low-power experiments will be assembled for a reactor of the homogeneous type 
and of the aircraft propulsion type. 

A large share of the work is planned for existing Atomic Energy Commission 
facilities, as follows: 





Fiseal year Fiseal year Fiscal year 











1950 1951 1952 
, | 
Knolls atomic power laboratory, New York i $9, 209, 800 $9, 204, 000 | $9, 022, 900 
Oak Ridge national laboratory, Tennessee 4, 564, 400 | 6. 509, 000 | 8, 800, 300 
Argonne national laboratory, Illinois 5, 965, 000 | 8, 705, 000 8, 722, 200 
Bettis Field laboratory, Pittsburgh, Pa aoe 1,915, 000 | 6, 464, 600 | 7.925, 900 
Reactor testing station, Arco, Idaho Die eI A 378, 200 | 1, 365, 300 | 5, 216, 500 
Brookhaven national laboratory, New York Julie ie bel 227, 700 | 481, 100 506, 800 
Mound laboratory, Dayton, Ohio...........................-- | 175, 600 | 250, 000 | 250, 000 
Osetia ache Sh, i ssi dad. doce) GR 32, 979, 000 40, 444, 600 





The program includes costs of research, development, and engineering design 
of specific reactors, but does not include architect-engineer or construction costs. 
It also ineludes costs of research and development in the field of reactor tech- 
nology required in support of the work in specific reactors. 

The accelerated pace at which the Commission is pushing toward the completion 
of reactors which will represent significant advances toward meeting both mili- 
tary and civilian needs of this country is reflected in the rising cost of this 
program in fiscal year 1951 and a further increase in fiscal year 1952, 


STATEMENT ON THE PHYSICAL RESEARCH PROGRAM 


The physical sciences research program of the Atomic Energy Commission has 
as a major objective to provide day-to-day, intermediate and long-range assist- 
ance and support to the production, military application, and reactor develop- 
ment programs, 
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This assistance is provided by means of the combined efforts of hundreds of 
chemists, physicists, and metallurgists working as teams and as individual re- 
search investigators in the national laboratories owned by the Government, in 
universities and colleges, and in other independent laboratories. 

These teams working in the Government-owned facilities at the Oak Ridge 
National Laboratory at Oak Ridge, Tenn.; the Argonne National Laboratory at 
Chicago, Ill.; the Brookhaven National Laboratory at Upton, Long Island, N. Y.; 
the Ames Laboratory at Ames, Iowa; and the University of California Radiation 
Laboratory at Berkeley, Calif., have a wide knowledge of the problems and needs 
of the production, military application and reactor development programs. With 
this knowledge of the problems of these programs in mind, these scientists are 
in an excellent position to try out their ideas of new machines and processes 
which they believe will be useful to these programs. 

The production plant administrators and those in the manufacturing divisions 
who have definite production and manufacturing goals naturally and rightfully 
strive to meet these goals to improve the plant processes in current use, and to 
adopt only those new machines and processes which are clearly superior to those 
which are known to give good results. 

Accordingly, in order to maintain healthy progress, it is necessary to provide 
the scientific teams in the national laboratories with sufficient funds and freedom 
of action to pursue their ideas to the extent necessary to prove or disprove 
their utility. 

The success of this part of the physical research program can best be judged 
in terms of its contribution to the long-term increase in the efficiency and out- 
put of the production and manufacturing programs. A number of the manu- 
facturing processes now being installed at the Savannah River and Hanford 
production sites have resulted from research projects begun in the Oak Ridge 
and Argonne Laboratories in the laboratory stage and developed through suc- 
cessively larger processes to the final production installations. 

In addition to the “research team” approach to these problems in the na- 
tional laboratories the Commission provides funds which, together with funds 
provided by the universities, permit the conduct of independent basic and applied 
research in university and college laboratories. Projects of this type are usually 
proposed for study by the university professor on the basis of his background 
and experience. The problems which these investigators are working on are, 
of course, not as closely related to the day-to-day problems of the manufacturing 
programs of the Commission as are the problems worked on in the national 
laboratories. They are usually basic in character and are designed by the in- 
vestigator to strike at the very roots of the nature of matter and energy. Of 
course, these research investigators are supported only if the research problems 
are in fields where their solution will have reasonable eventual relevance to 
the development and utilization of atomic energy. 

Although a great deal of the research which is done by the university research 
investigator is of a nature which does not require security wraps, we attempt 
to have some of these projects directed along lines which will provide the national 
laboratories with data useful to them in their work. It is perhaps a fortunate 
aspect of atomic energy work that effective use can be made of university staffs 
working in their natural environments and at the same time making substantial 
contributions to our program. In particular, these university staff members are 
also left in a position to train the new generation of scientists. The alarming 
shortage of scientific manpower, particularly doctor-of-philosophy-degree nuclear 
physicists, has caused the Commission to continue its fellowship program. This 
program provides for the training of a small number of outstanding young 
men and women in fields which will make them especially suitable for employ- 
ment with the Commission. The coupling of the fellowship and university 
research programs is obvious. It is expected, however, that the National Science 
Foundation will be able to assume responsibility for the fellowship program 
beginning July 1, 1952 (fiscal year 1953). Accordingly, we anticipate that our 
program will diminish as the National Science Foundation program grows, 


STATEMENT ON THE BIOLOGY AND MEDICINE PROGRAM 


The Division of Biology and Medicine is concerned with protecting the health 
of human beings from the harmful effects of atomic energy, while at the same 
time utilizing the beneficial effects of atomic energy to improve the health of 
human beings. It is the responsibility of the Division of Biology and Medicine 
to guard and maintain the health of workers in the atomic field and to protect 
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Be the populations near atomic plants from possible hazards incident to atomic 

energy operations,*“and to cooperate with other Government agencies in pro- 

tecting the public from atomic danger. In brief, it is the objective of the Division 

a to promote the national health and welfare and security through research in 
3 the life sciences. 

During the past year real advances have been made in our understanding of 

the problem of acute radiation sickness, We have learned that animals whose 


a tissues are deficient in oxygen have a better chance of surviving lethal dosages 
4 of radiation than normal animals. The sulfur-containing amino acid, cysteine, 
ig given just before radiation also increases the chance of survival of experimental 
3 animals. By shielding the spleen of irradiated animals the ordinarily lethal 


dose of radiation may be doubled and the blood-forming function of the bone 
marrow is quickly restored. 

These leads suggest that before long there will be achieved the means of 
protecting man from doses up to twice the single exposure dose now believed to 
be lethal. Research workers have fully demonstrated the usefulness of anti- 
biotics in tiding the irradiated animal over the period of reduced resistance to 
infection. 

4 The study of uranium toxicity has reached a point where most of the im- 
; portant questions are answered and emphasis is now being shifted to plutonium 
toxicity investigations. It appears likely that further research will justify 
raising present standards for permissible concentration of plutonium in air, 


3 water, and the like by a factor of at least 5 and maybe more. 
a An area of research now receiving major emphasis in the biology and 
- medicine program is that of radiobiology, or the biological effects of radia- 


tion. Scientifically speaking, this field is in its infancy and the shortage of 
basic information frequently delays the solution of practical problems. The 
eS present research program attempts to achieve a reasonable balance between 
the solution of immediate problems and the accumulation of pertinent basic 
; information in the radiobiology field. 

— During the past year, the AEC has continued its policy of stimulating the 
9 growth of the radiation detection instrument industry through research and 
a development contracts and direct supply procurement. This relationship with 
a industry has expedited the solution of many of our instrumentation problems, 
om and, at the same time, has strengthened the instrument industry to the point 
a where they can now supply most of our procurement needs and where they are be- 
3 ginning to relieve Commission laboratories of much of the production load they 
2 have been carrying. 

2 In the field of radiation detection, in addition to meeting the needs of our 
own plants and laboratories, a developmental program is being vigorously pur- 
sued with the objective of developing instruments suitable for civil defense 
radiation monitoring. One very promising inexpensive civil defense instrument 
has already been submitted to the Federal Civil Defense Administration. As 
others become available, the best of these will be recommended to FCDA for 
possible commercial production. 

In order to expedite the flow of technical information to the FCDA, the Di- 
vision of Biology and Medicine has been designated the AEC point of contact 
on civil defense matters. The Civil Defense Liaison Branch is giving active 
support to FCDA, For example, courses on radiological monitoring and on the 
es medical aspects of atomic warfare were sponsored in cooperation with the 
NSRB, and technical advice is provided on civil defense planning problems. 

The Division of Military Application and the Division of Biology and Medi- 
: cine are jointly investigating defense against radiological warfare agents. In 
Be this field also, as well as in planning crew protection in nuclear powered planes 

a and submarines, many of the data on radiation effects being accumulated in the 

5 biomedical research program have proven extremely valuable. 

a A highly practical accomplishment of the past year was the discovery that a 
4 group of enzymes, known as the sulfhydryl enzymes, were especially sensitive 





SEE 








wie 


to radiation injury, and that administration of specific chemicals protecting the 
sulfhydryl enzymes greatly increased the survival rate of experimental animals. 
This finding, important in the field of radiation protection, could not have been 
made until our basic knowledge of enzyme chemistry had been expanded. The 
basic information was acquired over a period of many years by dozens of 
investigators, many of whom were not engaged in radiobiological research. 

Another practical development of the past year demonstrated the usefulness 
of the antibiotic drugs in combating the overwhelming infection which usually 
follows exposure to near-lethal doses of radiation. Again the successful use of 
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this drug depended upon the large body of microbiological data accumulated over 
a period of years. s 

Although it is our firm conviction that fundamental research must be pursued 
vigorously even in critical times such as these, nevertheless it is our hope that 
in the coming year we may find useful answers to some of the more immediate 
problems now facing us in our national and civil defense programs. For example, 
through an accelerated research program involving dogs and subhuman primates, 
we hope to gain a better understanding of fatigue and nausea which usually 
follow exposure to radiation, in the hope that by extrapolating these data to 
man, practical application can be made to troops under combat conditions and 
to crews of nuclear planes and vessels. 

While we do plan to devote substantial effort toward finding answers to 
specific problems such as described above, we also hope to profit by the lesson 
learned from the last war when the country’s reservoir of scientific talent was, 
for the most part, devoted to the solution of immediate problems at the expense of 
long-range fundamental research. We have no reserve of knowledge here, as 
the atomic field is less than 10 years old. As new production techniques are 
developed and weapon technology advances, new and novel health problems will 
be introduced. We can’t anticipate the exact nature of these problems. We 
can, however, reasonably expect that their solution will be dependent upon 
fundamental knowledge gained from continuing basic studies. 


STATEMENT ON COMMUNITY PROGRAM 


Maintenance and operations 

Cost of operations and maintenance and revenues estimated for fiscal year 
1952 for each of the three AEC communities generally continues to reflect the 
steady progress made by the AEC in reducing subsidy in the municipal, utility, 
and real-estate functions, 


Oak Ridge | Richland Los Alamos Total 


Fiscal year 1950 (actual): 
Gross cost $10, 262, 420 $5, 864, 146 $5, 036, 608 $21, 163, 174 
Gross revenue 7, 273, 348 4, 849, 037 3, 162, 771 15, 285, 156 


2,989,072 | 1,015,109 | 1,873,837 | 5, 878, 018 





Fiseal year 1951 (estimate): 
Gross cost Be 9, 710, 297 6, 386, 100 5, 366, 302 21, 462, 699 
Gross revenue. 7, 659, 339 4, 634, 100 4, 133, 157 16, 426, 596 

2, 050, 958 1, 752, 000 1, 233, 145 


see) 


5, 036, 103 


Fiscal year 1952 (estimate): 
Gross cost ie é , 587, 8 6, 207, 100 5, 738, 251 21, 533, 211 
Gross revenue } 8, 275, 38% 5, 149, 100 4, 790, 506 18, 214, 988 





1, 312, 478 1, 058, 000 | 947, 745 | 3, 318, 223 


| 


Nore.—See p. 189, vol. LA, of budget. 


The above table shows a steady decline in gross costs and increase in revenues 
at Oak Ridge. At Richland, there are some increases in gross costs in fiscal 
year 1951 and 1952 over fiscal year 1950 and a small decrease in revenue in 
fiscal year 1951 over fiscal year 1950. Detailed information relative to these 
fluctuations appears in the budget. Generally, this increase in gross cost at 
Richland is due to such things as deferred maintenance and having a separate 
contract whereby the city of Richland now pays for its electric power in accord- 
ance with normal municipal practice instead of the charge for energy consumed 
under the plant power contract. Decrease in revenue in fiscal year 1951 is prin- 
cipally due to placing of doctors and dentists on a private-practice basis with 
medical fees going directly to the doctors and dentists rather than accruing to 
the AEC. At Los Alamos, increased costs are directly related to an estimated 
26-percent increase in population between fiscal year 1950 and fiscal year 1952. 
Revenues show substantial increases. 

As you know, adjustments in residential rents were made in Oak Ridge and 
Richland during the summer of 1949 to correct inequities within each community 
and to move them toward comparability with rents prevailing in surrounding 
communities. Increases in revenue are anticipated during fiscal year 1952. 
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Announcements have been made at all three AEC communities that effective 
August 1, 1951, shelter rents will be increased to full comparability with rents 
charged for comparable housing in surrounding communities. 

In accordance with the fiscal year 1951 appropriation act which limited the 
fees for community management and transportation contractors, the AEC suc- 
cessfully negotiated new contracts where necessary to conform with the law 
in this matter. 


on 


Plant and equipment 


Upon assuming control of Oak Ridge, Tenn.; Richland, Wash.; and Los 
Alamos, N. Mex., in 1947, an immediate program was instituted to replace much 
of the temporary substandard, costly-to-maintain housing and community facil- 
ities with permanent housing and community facilities more economical to 
maintain. This replacement is a continuing program, reducing in annual scope. 
In addition to this replacement program, additional housing has been provided 
only to the extent required to afford adequate housing for workers to supple- 
ment that available within commuting distance of the plants. Additional com- 
munity facilities are provided on the basis of adequate facilities normally pro- 
vided in American communities of like character and size with due regard for 
economy. 

As can be seen from the following table, costs incurred for housing and com- 
munity facilities decline considerable in the estimates for fiscal year 1952. 





Oak Ridge Richland Los Alamos Totals 
Fiscal year 1050 (actual) ..................<<..-- $16, 936, 004 $2, 555, 010 $19, 052, 309 $38, 543, 323 
Fiscal year 1951 (estimate) -................-..- &, 955, 002 10, 052, 389 12, 999, 880 32, 007, 271 
Fiscal year 1952 (estimate). ............--...-.- 3, 463, 246 1, 477, 052 4, 387, 632 9, 327, 930 


Community disposal study 
At the hearing before this subcommittee last year, it was indicated that the 
AEC was appointing a panel of outstanding eXperts to advise it relative to 
future operations of the AEC communities. Such a panel was appointed and 
has been visiting the AEC communities and preparing a report with recom- 
mendations on their future operations. We understand that this report will be 
made shortly. Members of the Community Panel are: 
1. Richard Scurry, chairman, senior partner of the law firm of Scurry, 
Scurry & Pace, Dallas, Tex. 
2. Fred Babcock, member, Fred Babcock and Associates, housing con- 
sultants, Washington, D. C. 


3. George Bean, member, city manager, Grand Rapids, Mich. 
4. George Gove, member, vice president for real estate, Metropolitan Life 
Insurance Co., New York, N. Y. 

Mr. Dean. I thought that you might also like to have as part of 
this record a brief statement from Mr. McCarthy on the manner in 
which this budget was organized. 

Senator Maysank. We would like very much to have that. I 
understood you to say, Mr. Dean, building costs or construction costs 
have gone up 13 percent since August of 1950. 

Mr. Dean. I think that that is an accurate figure. 

Senator Maysank. But this budget is based on June 30, 1950. 

Mr. Dean. That is correct. 

Senator Maynank. That would be July and August, and there was 
an increase even then? 

Mr. Dean. There was an increase before August. 

Senator Maypank, It is more than 13 percent? 

Mr. Dean. I think it will be. 

Mr. Boyer. I agree. 
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RECAPITULATION OF APPROPRIATIONS FOR ATOMIC ENERGY 


Mr. McCarrny. Mr. Chairman and members of the committee, we 
have presented in our budget some summary tables, the first of which 
appears on page 1 of volume 1—A of the justifications. We have set 
out here the appropriations made to the Atomic Energy Commission 
since its taking over the atomic energy project at the beginning of 
fiscal year 1947. Across the top line we show that for the first half 
of fiscal year i947, there was transferred to the Atomic Energy Com- 
mission from the War Department $604.9 million. 

I might point out here that prior to the Commission taking over, 
expenditures by the Manhattan District during the period which they 
ran the atomic energy project, amounted to $2.2 billion. Coming 
across that top line, we show the various appropriations which have 
been made to the Commission: In 1948, $175 million; in 1949, $621.9 
million; in 1950, $702.9 million; and in 1951, $1,972.8 million, 

I might point out here that aproximately $1.1 billion of appropria- 
tions in 1951 were provided for the Savannah construction and the 
Paducah construction, namely, in the vicinity of $600 million for 
Savannah, and approximately $500 million for the Paducah construc- 
tion. So that, excluding these two, 1951 would have been more com- 
parable to 1950. 

In 1952, our estimate, as the chairman has pointed out, is $1.210 
billion of appropriations, and we should point out here, of course, 
that in 1952 this is all appropriations being requested, and there has 
been no contract authority included here, as has been the case in 
years past. 


CONTRACT AUTHORITY NOT REQUESTED 


Senator Maypank. Do you expect to ask for any contract authority ? 

Mr. McCartruy. We do not, sir. Our estimate has been forwarded 
by the Bureau of the Budget in the form of appropriations solely, and 
no contract authority. 

Senator Maysank. You will have to ask for a deficiency to take 
care of this 18 percent increase in your construction cost which we 
all know has happened since that time? 

Mr. McCarruy. For construction, and increases in operating costs. 

Senator Exrtenper. Why make that in the form of a deficiency, 
Senator, if we know about it now? 

Senator Maysanx. They could either add it now or make it a de- 
ficiency. 

Senator Exttenper. This amount that you are asking for 1951, as 
well as 1952, includes items for the construction of the Paducah project 
as well as the Savannah project, you say ¢ 

Mr. McCarrny. That is true for 1951. 

Senator ELtenper. Are those amounts in sufficient size to complete 
the projects? 

Mr. McCartny. No. sir. 

Senator ELtenper. That is just for what can be done at the end of 
the fiscal 1952 period ? 

Mr. McCarruy. Yes. I think that on the Savannah River, the 
funds would carry us through to the end of fiscal 1952, but it is appar- 
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ent that additional funds will have to be available to complete the 
project, and as Mr. Dean pointed out 





SUPPLEMENTAL REQUEST FOR 1951 


Senator MayBank. I understand the third supplemental request for 
the fiscal year 1951, is $51,300,000. 

Mr. McCarruy. That is right. 

Senator Mayzsank. Do you think that you could figure—you have 
not cleared it through the Budget what this should be 4 

Mr. McCarrny. We have not. 

Senator MayBank. How long would that take ? 

Mr. McCarruy. I believe it would take some time, in terms of try- 
ing to determine from our various field agencies the exact amount 
required. 

Senator Maysank. Senator Ellender raised the point as to why 
wait for a deficiency when we know we owe it right now. However, 
I can understand the delay if you have to go through all of that 
process in the field and here, and then through the Bureau of the 
Budget. 

Mr. Boyer. May I comment right there, Senator? You will recall 
that we informed you of the certification of an over-run on the Savan- 
nah project, and at that time we advised you that as soon as the defini- 
tive estimate was prepared, we would come in with a supplemental 
to provide for additional funds. 

Senator MayBpank. The committee was informed, and I do not think 
the committee is going to quarrel with you gentlemen about increased 
construction costs. The thought Senator Ellender had was that if we 
owe the money, why not pay it now rather than wait until next year. 

You informed us of these things, and it was the committee’s wish 
that these plants like Denver and Cincinnati should be duplicated. 
The committee is glad to get that information, and congratulates 
you on that because we have all agreed in here that the chain is no 
stronger than its weakest link. But I thought your idea was merely 
to find out what we really need. 

Mr. Borer. It would be difficult to do that at this time, to do it with 
any accuracy. 


AMOUNT FOR LIQUIDATION OF PRIOR YEAR CONTRACT AUTHORITY 


Mr. McCarrny. Of the $1,210 million which the Commission is 
ee in 1952, Mr. Chairman, $340 million is required for cash 
to liquidate prior year contract authority, the bills of which will fall 
due in 1952. 

Senator Ertenper. Which projects are those? 

Mr. McCarrny. Those are various projects, those which are pres 
ently under contract and on which some of the bills will fall due in 
1952; and it is also for operation costs, for which we use contract au- 
thority in the current fiscal year. The remaining amount for new 
obligations in 1952 is shown here as $870 million. 

Senator Maysank. What are those new obligations ? 

Mr. McCarrny. For both operations and plant and equipment ; new 
projects and continuing projects. 

Senator Maynanx. And materials, too? 
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Mr. McCarrny. Yes, sir. On page 10-A of this same volume, Mr. 
Chairman, we show there, for the comparative years 1950, 1951, and 
1952, the operating costs of our various programs; coming down 
through reconciling items such as our increase or decreases in stores 
inventories, and the various other items, to a total obligation for 
operations of $580,404,000. 

On plant and equipment, the new obligations shown in the bottom 
half of the table, will amount to $289 million. 

That comes out to $870 million for obligations in 1952. These rep- 
resent the various programs for which we are requesting funds in 
1952. 


COMMUNITY MANAGEMENT 


Senator Evtenper. May J ask a question with reference to commu- 
nity management? I notice that you are decreasing a little over $2 
million from 1950 to 1952. What is the cause of that? 

Mr. Witx1aMs. We have made some economies in operation. We 
have also increased some of our revenues from rents, and we get 
certain fees from concessionnaires, and so on, and it isa combination 
of charging for services which the tenants had before on a lump-sum 
basis, and trying to bring rents somewhere within comparability with 
the surrounding field. 

Senator Exnenper. Why can you not put that into effect for 1951, 
and make it the same as you have for 1952? 

Mr. WitriaMs. We expect, of course, in 1951, that the total net cost 
for all of the community operations would be $5,014,317; and in 1952, 
we have $3,311,000. So we are reducing still more. There will be 
some economies, but we have notified the occupants of these towns 
that we intend to raise rents again, because the rents are still not 
comparable with the rents in the surrounding communities. 

Senator Maysank. Gentlemen, we will have to be excussed, be- 
cause we have to go to the Senate Chamber to vote. 

(A brief recess was taken.) 

Renate Evtenper. I understand that there is a saving in commu- 
nity services there. 

Senator Maysank. Will you go ahead, Mr. Williams? 

Mr. Wiiui1ams. The savings there are due, at Oak Ridge and at 
Hanford—there will be a reduction in the gross cost of operation. 
Now, at Los Alamos, the town has expanded, and there has been addi- 
tional housing, and there has been additional population, so that we 
run just a little more there; and at Sandia, just slightly more. But 
on the revenue, we pick up about $900,000 in revenue, which accounts 
for the difference in our net costs between 1951 and 1952. 

Senator ExtenprerR. What becomes of these collections you make? 
Do they find their way into the Treasury ? 

Mr. Wituiams. They don’t find their way into the Treasury, because 
we operate with contractors, and the revenue goes to defray the costs 
of the operation. That is why we give to the “Congress here only the 
net. We ask for only the net, taking credit for the revenue which 
we will take in. 

Senator EtLtenper. You mean the net amount that you need in order 
to operate ? 

Mr. Witu1aMs. The net cost, yes, sir. 
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We feel that we should point out, of course, and I am sure you 
are aware that costs heve gone up, and they are still going up; but in 
spite of that, we are reducing or getting by with a net cost that is 
less each year. 

Senator Maynanx. Had you finished, Mr. McCarthy? 


JUSTIFICATION 


Mr. McCarruy. I had, but suggest that we insert in the record the 
summary pages. 
Senator Maysank. Without objection, that will be done. 
(The information follows :) 


Unirep States Atomic ENERGY COMMISSION BupGet ESTIMATES FOR FISCAL 
YEAR 1952 


GENERAL STATEMENT 


The Atomic Energy Commission was established pursuant to the Atomic 
Energy Act of 1946. Transfer of the atomic-energy program from the Man- 
hattan Engineer District of the War Department took place on January 1, 1947. 
At that time unexpected balances of funds appropriated to the War Department 
for the program were transferred to the Commission. The budget for the fiscal 
year 1952 represents the fifth annual budget presented by the Commission. 
Funds made available to the Commission, including amounts transferred from 
the War Department, plus the 1952 estimate and obligations incurred by the 
Commission, are summarized as follows: 


{In millions of dollars] 


Actual 
BS ee Pe th tt eile 
| | | | fiscal | , 
| Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | year — 
year | year | year | year year | 1952 
| 1947 ! | 1948 1949 1950 | 1951 | | 
} | | 
” ot af =e oe Pe a ite ee ea aes | wie”: 
A POURUIIIIE, cide cevccliacecccuttnenveee | 2604.9 175.0 | 621.9} 792.9 | 1,972.8] 1,210.0] 5,287.5 
Less | | | 
Cash required to liquidate obligations | | | 
incurred by the War Department | 
and transferred to the Commission .|—152.9 |_....-.-|..-..-.-| seuntenune eee —152.9 
Cash required to liquidate contract | 
authority a cnaes aaeee penile 0 |} 0 |—360.0 |—375.0 | —414.0) —340.0 | —1, 489.0 
Appropriations available for ob baits | | 
tion and transfer_-..-.- --------| 452.0} 175.0] 261.9 327.9 | 1,558.8 | 870.0 | 3,645.6 
Comirent SORUEN ois cob ks dc dnccacecccanl rh 400.0 | 400.0 | 466.1 | 300.2 | 0} 1,566.3 
Total made available for obligation | | 
and transfers | 452.0] 575.0] 661.9] 794.0 | 1,859.0 870.0 | 5,211.9 
Plus unobligated balance reappropriated 0 114.5} 11.5] 46.8) 57.3 | 0 230. 1 
Less | | 
Unobligated balance at end of year__.|—114. 5 |} ~-11..5 —46.8 —57.3 0 0 — 230.1 
Unused contract authority lapsed_.-.- —3.7 -—0.3 | —5.1 0 | 0 —9.1 
Total obligations and transfers.....| 337.5 | 674.3 626.3 778.4 | 1, 916.3 | i 870 0 5, 202.8 
| | 








! Last half. 


? Unexpended balance of appropriations to the War Department transferred less $40.0 million rescinded 
under Publie Law 20. 


As indicated above, the 1952 estimates call for an appropriation of §$1,- 
210,000,000, of which amount $340,000,000 is required to liquidate obligations 
incurred under prior-year contractual authority. The net amount of the appro- 
priation requested for new obligations in the fiscal year 1952, therefore, amounts 
to $870,000,000. No new contractual authorization is requested for the fiscal 
year 1952, 


81845—51 
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The actual obligations for the fiscal year 1950 and the estimated obligations 
for the fiscal years 1951 and 1952 is divided between operations and plant and 
equipment as follows: 


{In millions of dollars] 


| Fiseal vear Fiscal year | Fiscal year 
1950, 1951, | 1952, 
| actual | estimate | estimate 


Operations . : 328.7 | 485.2 ASO 
Plant and equipment J 449.9 1,431.1 


289. 7 


Total Saeices : ai z 778. 6 1, 916.3 870. 0 


The unfunded balance of prior-year contract authority as of June 30, 1951, 
will be $408,188,923. Therefore, if $3840,000,000 is appropriated in the fiscal! 
year 1952 to liquidate prior-year contract authority, there would remain a 
balance of $68,188,923 to be appropriated in future years to complete the liquida- 
tion of contract authority. 


COST-PERFORMANCE BUDGET 


The budget for the Commission for the fiscal year 1952 is presented on a cost- 
performance basis following the pattern initiated in the 1951 budget. In this 
presentation, the funds required for the various programs of the Commission 
are expressed in terms of incurred costs; that is, labor, materials, and services 
actually to be consumed during the year for each major activity. For budget 
purposes, depreciation on fixed assets has been excluded from cost, although 
records are maintained with respect to such depreciation and amounts are 
reflected in over-all financial statements. The amount of obligational authority 
required for operating programs for the fiscal year 1252 has been determined by 
adding to or deducting from the total of estimated operating costs for that year 
the estimated net increases or decreases, respectively, in inventories, cash work 
ing funds, and unliquidated obligations. The obligational authority for plant 
and equipment has been estimated on the basis of the amount of contracts or 
orders to be placed for such items in the fiscal year. These estimated obligations 
are reconciled to costs for plant and equipment to be incurred by showing the 
increase or decrease in working capital and in unliquidated obligations. The 
detailed justifications follow this pattern of estimating. The 1952 budget sum- 
maries and justifications distinguish between changes in inventories, working 
capital, and unliquidated obligations for operations and those for plant and 
equipment. This breakdown was not indicated in the 1951 budget. 


ANALYSIS OF BUDGET PROGRAMS 


The various activities carried on by the Commission have been assigned to 
five major programs and two subsidiary or supporting programs. Each of the 
major programs is the responsibility of a director responsible to the general 
manager. There follows a brief analysis of each of the programs and other 
items supporting the estimates. The details of programs are set forth in the 
detailed justifications and supporting Classified data. 

J. Source and fissionable materials program 

The initial phase of this program involves the exploration for and procure 
ment of uranium ores and concentrates. These raw materials are processed 
through a complex manufacturing chain into feed materials which in turn ar 
converted into the fissionable materials U—235 and plutonium at the Oak Ride 
and Hanford plants. The quantity of fissionable materials produced determines 
the number of weapons that can be fabricated. Development work in connection 
with plant processes is also carried out to increase production yields and to im 
prove product quality. The program is administered by the Director of Produc- 
tion. 

(a) Operations.—The operating costs for this program for 1952 are estimated 
at $209.7 million as compared to costs of $148.4 million for 1951. The increase 
is attributable to increased production including increased costs of procuring 
raw materials. 
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(b) Plant and equipment.—Estimated obligations for 12 of $57.6 million 
compare With $1,218.5 million of obligations estimated for fiscal year tS) a rhe 
1051 obligations reflect the letting of contracts for the construction of additiona! 
facilities required to meet the increased production goals approved by the 
President. Since the major portion of costs for this construction will be in 
curred in 1952 and subsequent years, plant and equipment costs for this prograi 
are estimated to increase from $198.5 million in 1951 to $537.3 million in the 
fiscal year 1952. 

2, Weapons program 

This program covers those activities concerned with the production and itn) 
provement of atomic weapons and the maintenance of sto kpiled weapons in 
a state of constant readiness. In addition, an integral part of this program 
is the research, development, and testing necessary for the improvement of 
present weapons, for the development of new types of nuclear weapons and 
for increasing the fund of basic knowledge requisite to a progressive program 
in the military application of atomic energy. This program is adininistered by 
the Director of Military Application. 

(a) Operations,—The costs of operations under this program are estimated 
at $161.1 million for 1952 as compared to $135.5 million for 1951. The estimate 
for 1952 provides for a continuation of extensive work on all aspects of the 
program, including the development of new and improved atomic weapons and 
the industrial-type production of weapons of the latest approved designs. 

() Plant and equipment.—Obligations for plant and equipment in support of 
this program to be incurred in 1952 for this purpose will amount to $125.8 
million as compared to $105.2 million for 1951 The major portion of the 
1952 obligations pertain to facilities authorized, and appropriated for in part. 
in the Second Supplemental Appropriation Act, 1951. The costs to be incurred 
in 1952 for this purpose are estimated at $115.0 million as compared with $70.5 
million for 1951. 


3. Reactor development program 


This program covers the activities of the Commission concerned with the 
development of new and improved nuclear reactors for the production of fission 
able material and the generation of power including that for the propulsion ot! 
ships and aircraft. Reactors currently being developed will be important for 
the utilization of atomic energy for peaceful purposes as well as for military 
purposes. The program includes extensive research on materials and systems 
of chemical processing and heat transfer essential to reactor design and opera 
tion. This program is administered by the Director, Reactor Development 
Division. 





(a) Operations.—Operating costs for this program for fiscal year 1952 are 
esimated at $51.4 million as compared to $39.1 million for fiscal year 1951. ‘The in- 
crease reflects the expanded effort on new reactors during fiscal year 1952, espe 
cially on the development of a ship-propulsion reactor, looking to the initiation of 
construction on such a reactor during fiscal year 1952, and to costs of operating 
two new developmental reactors for the first time. 

(b) Plant and equipment.—Obligations to be incurred for plant and equip- 
ent pertaining to this prograin in fiscal year 1952 will amount to $27.2 million 
as compared to $58 million for fiscal year 1951. Costs expended for plant and 
equipment will amount to $50 million in fiscal year 1952 as compared to $48.5 
niillion in fiscal year 1951, 


j. Phusical research program 


This program covers that portion of the Commission's activities concerned 
With fundamental research and the fellowship program in the physical sciences 
of physics, chemistry, metallurgy and mathematics. The Director, Division of 
Research, has the responsibility for this program. 

(a) Operations.—The costs of operations under this program for 1952 are 
estimated at $37.7 million as compared to $33.6 million for 1951. The increase 
Will cover the operation of additional facilities which will be completed early 
in the fiscal year 1952 and provide for slight expansion of special basie research 
studies. 

(b) Plant and equipment.—Obligations to be incurred for this program in 
152 are estimated at $70.1 million as compared to $27 million for 1951. 


zt Costs 
expended for plant and equipment in 1952 are estimated at $37.4 million, com- 


pared to $30.7 million for 1951, 
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5. Biology and medicine program 

The protection and health of personnel, the development of research programs 
in the fields of biology, medicine, and biophysics, the coordination of the Com- 
mission’s participation in civil defense planning, and special training programs, 
including fellowship in the life sciences, are the major objectives of this program. 
This program is administered by the Director, Division of Biology and Medicine. 

(a) Operations.—The operating costs for this program for 1952 are estimated 
at $22.4 million as compared to estimated costs for 1951 of $22.1 million. The 
estimate includes a small increase and greater change in emphasis directed to- 
ward the solution of new problems brought about by Commission's accelerated 
program. 

(b) Plant and equipment.—Obligations to be incurred for plant and equipment 
under this program in 1952 are estimated at $0.7 million as compared with $8.2 
million in 1951. Plant and equipment costs are estimated at $9.2 million for 


~ 


1951 as compared with $6.3 million for 1952. 
6. Community operations 

This program covers those activities concerned with the operation and mainte- 
nance of housing and communities essential to the execution of the weapons and 
source and fissionable-materials programs. Included are the costs of operation 
of housing, commercial facilities, and all of the usual municipal and utility serv- 
ices, offset in large part by revenues derived from these operations. The major 
community operations are at Oak Ridge, Tenn.; Richland, Wash.; and Los 
Alamos, N. Mex. 

(a) Operations.—The net cost of these operations in 1952 is estimated at $3.3 
million as compared to $5 million in 1951. The reduction in net operating costs 
is due to increasing revenues, 

(b) Plant and equipment.—Obligations to be incurred in 1952 are estimated 
at $8.1 million as compared with $13.7 million in 1951. Plant and equipment 
costs under this program are estimated at $10.1 million for 1952 while the 
estimate for 1951 is $33.5 million. 


7. Program direction and administration 


This classification covers the salaries and other expenses of Commission per- 
sonnel located in the Washington office, the nine operations offices and subsidiary 
area offices, and engaged in the over-all management and direction of programs 
of the Commission. ‘The salaries and other expenses of Commission personne! 
engaged directly in nonadministrative activities, such as the guarding of ship- 
ments of classified materials or equipment and Commission facilities; and pro- 
viding police and fire protection and community management for communities 
operated by the Commission, have been charged directly to their related pro- 
grams and are not included under this heading. 

(a) Operations.—Operating costs for this function for 1952 are estimated at 
$25.9 million and $24.6 million for 1951. The 1952 and 1951 costs include 
52,325,000 and $800,000 respectively, for costs to be incurred at new plant sites 

(b) Plant and equipment.—Obligations to be incurred in 1952 for plant and 
equipment are estimated at $0.3 million as compared to $0.4 million for 1951. 
These obligations will be incurred to procure items of equipment. Costs for plant 
and equipment under this program for 1952 are estimated at $0.8 million as 
compared to $0.5 million for 1951. 


8. Other budgetary items 

(a) For operations.—Despite the continued expansion of production activties, 
no funds are being requested for increased inventories. Instead, through the 
institution of closer controls on inventory levels, current stocks are being re- 
duced. This results in corresponding reductions in the funds required to finance 
operations. These reductions amounted to $3.5 million in the fiscal year 1950 
and estimates indicate further savings of $1.8 million in 1951 and $1.1 million 
in 1952. In addition to these reductions, surplus stocks, carried over from 
World War II, and also generated through changes in production processes are 
being disposed of in substantial amounts. These latter reductions are shown in 
the supporting details, but are not included in the summary statements as they 
do not affect obligutional requirements. 

The increase in special reactor materials of $3,253,390 in the fiscal year 1950 
and estimated increases of $4,073,521 in the fiscal year 1951 and $12,250,000 in 
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1952 reflects the program of stockpiling certain critical materials which will 
be required for the operation of research and production reactors after 1952. 

The increases in special materials inventory of $2,176,535 in 1950, $391,432 in 
1951, and $2,416,000 in 1952 likewise reflect the stockpiling of certain special 
critical materials, other than those for use in reactors, which will be required 
in future years. 

The increases in operating unliquidated obligations of $36,038,080 for 1950, 
883,452,737 in 1951, and $54,693,000 in 1952 reflect the increasing annual level 
of operations as new plants come into use. Most of the Commission’s contracts 
for production and research activities are executed annually in advance and 
thus require obligational authority in the year preceding that in which the costs 
will be ineurred. 

(b) Plant and equipment.—Changes in working capital and unliquidated obli- 
vations for plant and equipment represent the difference between contracts and 
orders placed for these items during each year and the estimated cost of con- 
struction placed and equipment received during that, year. As previously stated, 
the obligational authority required for plant and equipment for each year is 
estimated on the basis of contracts and orders to be placed. 


Comparative summary of appropriations and appropriation estimates 


na _ 
Cash appro- | Contract 
priation lauthorization 
Appropriations for 1951: 
Presently available: ; | 
As indicated in President’s budget : $907, 820,000 | $300, 150, 000 
Second supplemental appropriation, 1951. - 1, 065, 000. 0 0 
Total x oa = 1, 972, 820,000 | 300, 150, 000 
Estimate of appropriations for 1952... ._.-- 1, 210, 000, 000 0 
Decrease, 1952 estimate over 1951. - - akmegas » 762, 820, 000 300, 150, 000 


Comparative summary of obligations and approprictions 


| 
Actual, fiscal] Estimate, | Estimate, 
year 1950 fiscal year 1951 | fiscal year 1952 
Obligations: | 
As indicated in President’s budget $778, 647, 772 $851, 416, 228 $870, 120, 000 
Second supplemental appropriation, 1951 0 1, 065, 000, 000 0 
Total obligations....._.. 778, O47, 772 | 1, 916, 416, 228 870), 120, 000 
La 
New contract authority — 466, 074, 628 — 300, 150, 000 0 
Prior year balance available — 44, 857, 874 1—57, 271, 317 0 
Reimbursements — 237, 049 174, 911 120), 000 
P Cash to liquidate previous contract authority 375, 000, 000 414, 000, 000 340, 000, 000 
Unobligated balance: 
Available in subsequent year 55, 355, 384 0 0 
Contract authority lapsed 5, 097, 164 0 0 
Appropriation. ____- 702, 930, 769 | 2 1, 972, 820, 000 1, 210, 000, 000 


' Includes $1,915,933 of 1949 and prior balance reappropriated in 1941. 


Includes $260,000,000 from First Supplemental Appropriation Act, 1951, and $1,065,000,000 from Second 
upplemental Appropriation Act, 1951, 
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Obligational authority related to obligaticns and expenditures (excluding trust 
accounts) 





Estimate Estimate 


| fiscal year 1951 | fiscal year 1952 


General and special accounts (excluding working funds): | 

Current appropriations: 

Presently available: | 

As indicated in President's budget | $907, 833,132 | 

Second supplemental appropriation, 1951 2 1, 065, 000, 000 0 

Contract authorization 300, 150, 000 | 0 

Unobligated balances available ‘ } 57, 289, 255 0 

Reimbursements from other government agencies | 174, 911 120, 000 
Payments available from non-Federal sources 0 


$1, 210, 006, 500 


Total available a ares ote Setactiicnan on | 2,330, 447, 208 , 210, 126, 
Lé SS a 
Transfers to other Government agencies | 0 
Cash required to liquidate prior year contract authorization 414, 000, 000 340, 000, 


Total available for obligation * , 916, 447, 208 870, 126, Sv 
Less unobligated balances at end of year 
To be earried forward in continuing accounts 0 | 
To lapse upon closing of accounts 0} 


Total obligations incurred , 916, 447, 298 
Less collections treated as deductions from expenditures 174, 911 
Net obligations for the year 916, 272, ¢ 


Obligations outstanding at start of year 789, 590, 7: 


Net obligations to be accounted for 2, 705, 863, 
Less obligations outstanding at end of year , 903, 916, 


Net expenditures, general and special accounts (excluding working 
funds) 801, 947, 
W orking fund advances to other agencies 
Unobligated balances availabk &, 035, 576 


Net obligations for the year 8, 035, 
Obligations outstanding at start of year 10, 986, 


tions to be accounted fi 19, 022, 


ns outstanding at e1 
Net expenditures, working funds 


Net expenditures, general and special accounts, including 
funds 


Analysis of contract authority and cash required to liquidate contract authority 


} Actual, fiscal | 


year 1950 


Estimate, Estimate, 
fiscal year fiscal year 
1951 1952 


t authority brough | $435, 986, 5 , 923 $408, 188, 92 
1 of prior yea thority 


522, 038, ¥2: 


‘ash required to liquidate contract authority included 
ypriation 375 414, 000, 


ince of prior year contract authority unfinanced at 
close of year 56, AM ) 108, 038, 923 68, 188, 025 
Add ¥ contract authority obligated during the year 516, : 300, 150, 000 


Total unfinanced contract authority at end of year : 92: 408, 188, 923 68, 188, 25 
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Comparative summary of accrued costs by activity reconciled to obligations (including 
second supplemental appropriation, 1951) 


Actual, Estimate, Estimate, 
fiscal year 1950 fiscal year 1951 | fiscal year 1952 


Operations 


Accrued costs 





Source and fissionable materials $120, 416, 680 $148, 423, 800 $209, 738, 000 
Weapons 85, 832, 512 135, 487, 771 161, 134, 000 
Reactor development 27, 596, 200 39, 060, 426 51. 435, 000 
Physical research 31, 128, 252 33, 610, 200 37, 766, 000 
Biology and medicine 17, 687, 416 22, 116, 623 22, 412, 0CO 
Community Management 5, 805, 387 5,014, 317 3,311, 000 
Program direction and administration 22, 092, 169 24, 552, 751 24, 944, 000 
Total operating costs . 310, 558, 616 408, 265, 888 511. 740, 000 
Cost of reimbursable work performed 163, 774 151. 446 120, 000 
Increase or decrease ( in 
Stores inventories 1, 760, 390 —1, 101,000 
Special reactor materials inventories $, 673, 521 12, 250, 000 
Other special materials inventories , oa5 391, 432 2, 416, 000 
Operating contractors’ working capital 13, 386, 624 —5, O10, 326 549, 000 
Operating unliquidated obligations 36, 038, ORO 83, 452, 737 54, 693, 000 
insfers from other Government agencies 
without reimbursement 6, 432, 066 4,256, 100 - 263, 000 
tal obligations for operations 328, 700, 340 $55, 308, 208 580, 404, 000 


ind equipment: 


} 





Obligation 

Source and fissionable materials facilities 300, 244, 375 1, 218, 549, 098 2, OOF 
Weapons facilities 53, 900, 618 105, 213, 128 l 5. 000 
Reactor development facilities 46, 141, 881 AR, (26, 223 7, G00 
Physical research facilities 23,031, 034 265, 995, 607 000 
Biology and medicine facilities 1, 816, 282 &, 199, 900 669, 000 
Community facilities 21, 348, 812 13. 714. 957 &, 106, 000 
Administrative facilities 874. 430 409, 107 271, 000 

otal obligations for plant and equipment 449, 857, 432 1, 431, 108, 020 289, 716, 000 

Grand total obligations 778, 647,772 | 1,916, 416, 228 870, 120, 000 


Senator Maybank. I understood you to say that there were other 
witnesses who were going to testify to other matters. 

Mr. Dean. We have furnished one statement on each one of the 
programs ¢ the source and fissionable materials, weapons, reactor de- 
velopment, physical research, biology and medicine, and the com- 
munity program, 

Senator ga page That is already in the record. 

Mr. Dra e Yes, Sl 

Senator Mice oe: I do not know how many questions we are 
going to ask. We have been well briefed here in the last 2 months, 
as you know. Is there anything that you would want to brief us on 
off the reeord th: at has deve ‘loped since the br iefings : and we know vou 
have hala installations, and we understand the weakness of certain 
ones that existed before vou put in the new installations. 

ney there any questions ? 

. Dean. We thought if you had specific questions, we are here to 
answer them: and I do not think of an ivthing that you have not been 
briefed on, or anything new that you have not been briefed on. 

Senator Maypank. I think we covered everything in those three 
long meetings. 

Mr. Dean. I think that we covered all of our new plant and equip- 
ment items in those three sessions that we had. 
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SAVANNAH PROJECT LAND PURCHASE 


Senator Exitenper. What progress are you making at Savannah 
toward the purchase of the land? Do you know anything about that? 

Mr. Witi1aMs. I don’t have all of the details. 

Senator E.LLenper. We hear rumors about a lot of speculation 
going on there. 

Mr. Wiuiu1AMs. The land which is inside the boundaries of the 
plant, Senator, I don’t believe is involved at all in these rumors. 

Senator Maysank. I do not think that there is any speculation at 
all in the land. 

Senator ELtenver. I do not know. I am just asking, because I saw 
some reports about it. 

Mr. Dean. We had one unfortunate incident. 

Senator ExLenver. That is the instance that I saw the reports on. 

Mr. Dean. One person in our program did advise a friend of his that 
he was connected with AEC, and he didn’t say the nature of this 
plant, but the man 

Senator ELLenpver. Was he fired? 

Mr. Dean. He certainly was. And he inferred that it might be to 
the man’s business advantage to invest in the area. 

This is the only single piece of information that we know of. 

Senator Etnenper. Are you buying that property there, the real 
estate, at its normal value? 

Mr. Dean. It is being assessed by the Corps of Engineers, and there 
is always the question as to whether the person is getting the fair 
price. 

Senator Extenper. You are in possession of all of that property 
now, and you are going toe eats later ¢ 

Mr. Dean. We negotiate first, and if we can negotiate with the per- 
son we take that route; and if we cannot, then we condemn. 

Senator ELLenper. Have you made an estimate of the cost of this 
entire project ? 

Mr. Dean. So far as the acquisition of the land is concerned ? 

Senator Eiienper. No, the whole thing. 

Mr. Dean. The total estimate, as given to you earlier, would run 
in the order of $600,000,000. 

Senator ELttenprer. We want to try to hold you to that if we can, 
and that is why I would like to have it in the record. 

Mr. Witu1aMs. That is low. That is our budget estimate. How- 
ever, that estimate was made long before we knew where the site would 
be, and it was made before we knew the spacing of the reactors, and 
it was made before we knew the design criteria, and it was made—— 

Senator E:tenper. You have not progressed far enough to de- 
termine whether or not you are within your estimates ¢ 

Mr. Wiiu1ams. We believe that we will not do the job within our 
estimate, and we would expect that within 6 to 9 months we can come 
up with a firmer estimate; and then it would be necessary, if we are 
going to overrun, to come ‘back and inform the committee, 


ELECTRIC POWER FOR SAVANNAH PROJECT 


Senator ELtitenper. Are you providing for the production of the 
electricity at this site ? 
Mr. Wiiurams. We may produce some electricity. 
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Senator Extenper. What I wanted to determine was whether it 
would not be cheaper for you to purchase your electricity from local 
producers, rather than produce it yourself, and that is why I asked 
the question. 

Mr. Witu1aMs. We intend to purchase, Senator, a greater portion 
of it. However, since we have to build 

Senator Exxenper. In any event, you are seeking to purchase the 
power ¢ 

Mr. WittraMs. We are making a survey at the present time to deter- 
mine the most economical way of getting the electricity. Due to the 
fact that we will have a steam plant it is possible that on an economic 
basis we can bleed the steam through the turbines, and then bleed off 
from these turbines the process steam for other use, and this would 
be an economical operation. So there would be a small portion of 
this we might generate ourselves, and we are still studying this 
proble m. 

Senator Maypank. The truth about that area—since I come from 
there, I do not mind saying—is that there is a tremendous shortage 
of electricity, and that is the reason why the Clark Hill project was 
built. 





ELECTRIC POWER FOR PADUCAH PROJECT 


Senator Extienper. As to the Paducah plant, the agreement that 
was in contemplation with these five privately owned utilities will be 
carried out ? 

Mr. Wiit1ams. They are building their plant at the present time. 

Senator EtLenpver. So half of it will be produced and furnished to 
you in that way, and the other half through TVA? 

Mr. Wittrams. That is right, and those plants are under construc- 
tion. 

Senator Et.enper. I see. 

Senator SavronstaLu. Mr. Dean, I would like to make sure that I 
understand these very big figures. You are asking for $1,210,000,000 
of appropriations this year, of which $340,000,000 is the payoff of 
rior contract authority ? 

Dean. That is correct. 


AMOUNT FOR NEW OBLIGATIONS 


Senator SarronstaLu. So that $870,000,000 of new obligational 
money is involved ? 

Mr. Dean. That is correct. 

Senator SauronstaLtL. And of that $870,000,000 of new money, 
$580,000,000 goes to operations? 

Mr. Dean. Yes, sir; and $289 million to new plant and equipment. 

Senator SALTONSTALL. Because of the House requests or the House 
orders, in other words, you are not asking for any new contract 
authority ? 

Mr. Dean. That is correct. 

Senator SALTONSTALL. But you expect to pay off $68 million, or you 

till have $68 million of contract authority; have you not 

Mr. Dean. There remains a balance; yes. 

Senator SatronstratL. That will be at the end of the year? 

Mr. Dean. Yes, sir. 
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Senator Sarronstatu. Now, for the fiscal year 1951, you have also 
asked for $51 million more in cash; is that not right? 

Mr. Borer. You are talking about the third supplemental for fiscal 
1951? 

Senator SarronsTauu. Yes. 

Mr. Boyer. Yes; that is right. 

Senator SatronstTauu. So that, in the fiscal years 1951 and 1952, you 
will have done so much new construction in 1951 that you are going to 
carry over into 1952, $1.032 billion worth of plant and equipme nt, and 
$83,452,000 of operations; is that right? That is from page 73. What 
I am trying to get at is that you are asking for $870 million of new 

‘ash this year in 1952, and that is partly to pay off your contract obli- 
gations and partly for new construction, but you will carry over from 
previous appropriations, in addition to that $870 million, $83 million 
worth of cash of previous appropriations for operations, and $1.052 
billion for construction; is that correct ? 

Mr. Dean. I would like Mr. McCarthy to answer that question. 

Senator Sauronsratn. What I am trying to bring out is that actually 
you will have, to spend in this fiscal year, $83,452,000, plus $1.032 
billion, plus $870 million of new money; is that correct / 

Mr. McCarruy. No. I think, Senator Saltonstall, the table on 
page 73 is reflecting the changes in our unliquidated obligations, the 
net increase in those fiscal years for our unliquidated obligations for 
operations and plant and equipment. 

Our unliquidated obligations will increase in each one of these years, 
because of the obligations we will have incurred. 

Senator Savronstatt. You say there “ine rease or decrease in wn- 
liquidated obligations during the fiscal year.’ 


Mr. McCarruy. During the fiscal year; that is right, sir. 

Senator SaLtonsratt. Now, does that mean your contracts have not 
been cashed out ? 

Mr. McCarruy. Which we haven't paid out. 

Senator Savronsratu. They will increase on plant and equipment 
from $208 million to $1.032 billion ? 

Mr. McCarrny. That is correct, si 


CONSTRUCTION FUNDS 


Senator Satronsray. In other words, you are increasing your con- 
struction program this year over 1950 by $800 million, approximately / 

Mr. McCarrny. Yes, sir; we are increasing it by more than that, 
but the net change at the end of the year will be an increase of $ 1.082 
billion. 

Senator Savronsratn. And that will be a carry-over into the 1952 
year / 

Mr. McCarrny. That is right, sir. 

Senator Sauronsrarn. So that you have got $870 million worth of 
new money that you are asking us for appropriations for, and you 
are going to carry over $1.484 billion worth of plant and equipment 
money. and $421 million worth of operations money ? 

Mr. McCarruy. That is right. 

Senator Sauronstati. So that theoretically, you have all of that 
money to spend in 1952? 

Mr. McCarruy. That is correct. 
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Senator SALTONSTALL, But you cannot do it, and it is estimated to 
carry over into 1953, $476.4 million of operations money, and $1.024 
million of building money. Is that correct ? 

Mr. McCarruy. There will be a decrease in the unliquidated obliga- 
tions for construction in that year. 

Senator SaALronsTaLL. So that, that means your big construction 
period is going to go on in the fiscal year 1951 and the fiscal year 1952, 
and you will begin to fall off on your present construction of plant 
at the end of 1952: is that right 

Mr. McCarriy. We will at the end of 1952. Now, 1953 will be a 
big construction year—that is, the big year for expenditures—so that 
the unliquidated obligations at the end of 1953 will be low. It will 
come down in 1952, 

Senator SALronsTaLL. But you have to ask for substantially more 
money, then, in 1953, to liquidate your plant and equipment and the 
program ¢ 

Mr. McCartruy. We will have cash in hand, Senator. The appro- 
priations made this year for the Paducah and Savannah River plants 
alone amounted to approximately $1.1 billion, and our expenditures in 
1952 on those plants, taking those two plants alone, will amount to ap- 
proximately $400 million to $500 million, leaving still about half a bil- 
lion dollars to expend in 1953. And since those were appropriated in 
cash —_ 

Senator SaALronsTaLL, In 19534 

Senator ELtenper. Although it is appropriated; and that is to get 
around the contract authority ? 

Mr. McCartiiy. Yes. 

Senator SavronstaLL. Then my understanding is fairly accurate 
when I say that you have got to spend in this year $870 million of new 
money, plus $421.7 million for operations, and $1.484 million for plant 
and equipment, carried over from previous appropriations; is that 
correct ¢ 

Mr. McCarrny. It will not all be expended, because there will re- 
main unliquidated obligat ions at the end of the year. 

Senator SALTONSTALL. Of approximately $1.5 billion ? 

Mr. McCarruy. That is right. 

Senator SALTONSTALL. So that, in 19538, when you come forward in 
the fiscal year 1953, you will show us these figures, if your estimates 
are correct, of approximately $1.5 billion of money carried forward, 
plus what you will need of new money in 1953 4 

Mr. McCartruy. That is correct, sir. 

Senator SALTonsTaLL, And would that 1953 new money be a smaller 
amount, do you suppose, than $870 million that you are requesting 
this year, or a bigger amount ? 

Mr. McCarruy. At the present estimate, Senator, it would prob- 
ably run about. the same, because in 1953 our operations will be in- 
creasing by reason of new plants coming into operation, but our con- 
struction or plant and equipment budget will probably be lower 
than we are presently showing, barring any new plants coming into the 
picture. 

Senator SAuronstaLL. Then your operations, because of the new 
plants, will be continually going up for the next two or three fiscal 


ye ars? 
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Mr. McCarrny. That is right, sir. 

Senator SauronsraLt. But - your construction program should go 
down? 

Mr. McCarrny. It should go down. 

Senator SarronstaLu. So that by 1955, we will meet the maximum 
of operations and the minimum of construction, unless we go into 
something new ? 

Mr. McCarruy. Unless something new comes into the picture; 


that is right. 
NO FUNDS ASKED BY AEC FOR NEW ELECTRIC POWER DAMS OR EQUIPMENT 


Senator Sauronsraty. Now, let me ask this question, if it has not 
been covered: Do any of these appropriations—because this ques- 
tion will be asked, I think, on the floor, or in the full committee—do 
any of these appropriations cover the amount requested for new 
power dams; for instance, in Paducah, Ky., or elsewhere ¢ 

Mr. McCarrny. No. 

Senator Sauronsrau. There are no new power dam constructions 
or power equipment in these appropriations, is that correct? 

Mr. McCarrny. No, sir. 


STEAM POWER GENERATION 


Senator Exrenper. Is there not one being built for steam? You 
just answered the question a while ago. 

Mr. Witi1ams. There might be a small amount, and we are now 
making a study, Senator, at Savannah River, to determine if it is 
economical for us to generate a portion of our power there. That 
would be a small portion, however, and that would be about the only 
equipment for generating power. 


POWER FUNDS ASKED BY OTHER AGENCIES 


Senator Sauronsratn, So that all of the power appropriations in 
addition to these appropriations, in order to run these immense new 
plants, will come in requests from the TVA and other power authori- 
ties; is that correct? 

Mr. WituiaMs. Yes, sir. 

Senator SautronstaLy. Have you any idea of those figures in round 
sums 

Mr. Witurams. Well, as I recall, the TVA estimate was around 
$80 million. 

Senator SarronstaLL. And then there is nothing new up in Hanford 
or in this other new plant? 

Mr. Wittiams. At Hanford, we get power from Bonneville, and 
those requirements have been taken care of. 


SAVANNAH POWER 


Senator Maynank. What about Savannah? 

Senator ELtenper. With respect to that power, I recall that there 
was some kind of an amount that you had to pay the five companies. 
How much does that amount to, and is it included in here? 
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Mr. Witu1aMs. We had expected, or that is, we will carry, at the 
time the plant is completed—that is, Electric Energy, Inc.—we would 
carry a sum as a contingency, to be reduced year after year as we take 
power from them. } 

Senator Evtenper. You would pay them in advance‘ 

Mr. Witurams. We would have about $30 million set up as a 
contingency. : vae 

Senator Exrtenper. Is that in here—in any of these appropriations ¢ 
In other words, I wanted to get a full answer to Senator Saltonstall’ 
question as to how much of this amount was for energy. Now, the 
TVA, as you stated to me awhile ago, takes care of its own operating 
costs—it will come here for its own money. And insofar as the 
development of energy at Savannah is concerned, that is in the offing, 
and it is not settled yet as to how far you are going to go, and you 
are going to make a survey to find out how much you can get locally. 
But the item to assist these five companies, that will really be paid back 
to you, and it is a mere advance that you are making ¢ 

Mr. Witu1aMs. Yes, sir. 

Senator Ettenper. Is that advance included in any of the appro- 
priations that you are now asking for? 

Mr. Boyer. May I make a correction? I believe you are under the 
impression that this money is paid in advance, It is not paid in 
advance. It is a contingency. 

Senator ELtitenper. Just a guaranty ? 

Mr. Borer. Just a guaranty, and should we fail to take the power, 
then we would have to pay them a certain amount of cash money. 

Senator ELLeNnper. I am sorry. 

Mr. Boyrr. In the second supplemental of 1951, there was $15 
million, which we estimated was about half of this amount, and we 
couldn’t determine it exactly at that time because the contract elements 
were being developed. It looks like this figure that I think you men- 
tioned, of roughly $30 million, may be the maximum guaranty; and 
after a period of 9 years, if we take power at the rate we have con- 
tracted for, that contingency will be eliminated, so that there is no 
advance cash payment. 

Senator ELLeNper. I am sorry that I made the error, but I just 
wanted to try to clear your question as to power. 

Senator SaALronsTaLL. That is what I wanted. 

Then Senator Ellender and I understand correctly that there is no 
appropriation included in these items for power, and that there is 
about $80 million worth of new construction for power in the TVA 
program for that? 

Mr. WitiiaMs. That is approximately what it is. 

_ Senator SaTonsTa.. So that there will be no new power requests 
included in all of this other gigantic program, and you have got the 
power in every other place except where this $80 million will be pro- 
vided; is that right ? 

Mr. Wintiams. At Savannah River, there is a possibility we might 
have a small item for power there, if it is economical for us to generate 
the small portion of it. 


COMMUNITY MANAGEMENT 


Senator Sanronstatt. May I bring up one other subject that I am 
confident will be questioned, or there will be questions about? I have 
been to Oak Ridge, and I have seen the project there, and this is under 
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« completely different subject. YVhat are your provisions, if you have 
not already covered them to the chairman—what are your provisions 
for governing Oak Ridge in this coming year, and what are your pro- 
visions for governing your new communities that you are developing! 
Are you going to do it on a contract basis, or wh: at basis are you going 
to do it on, and what profit is there? The profit was $175,000 or 
$180,000 at Oak Ridge, and have you made a new contract on that / 

Mr. Wititams. There has been a new contract made, Senator, with 
Roane-Anderson Co., which starts off slightly under $90,000, and it 
is reduced over, I believe, 3 years. We cut that fee due to the action 
of the rider—— 

Senator Savronsrauu. Due to what? 

Mr. Wituiams. Due to the action of the rider which was put on our 
appropriations, and the contractor agreed to stay on and operate at 
the fee we could pay. 

Now, we propose to continue the operation under contract, and in 
the meantime we are considering or we have a panel which is study- 
ing the possibility of, over a period of time, disposing of the town, 
if it is feasible. 

Senator Satronstaty. Take Oak Ridge as an example, the city of 
Oak Ridge or the town of Oak Ridge is owned completely by the 
United States Government ? 

Mr. Wituiams. Yes, sir. 

Senator Savronsrauu. And the operations of the town government, 
sewers and streets and electric light, and so on, for carrying out that 
operation you are paying a net fee, a profit fee, today of not in excess 
of S80,000 2 

Mr. Wiuir1ams. Not in excess of $90,000, and we may have the exact 
figures. It isa total fee of $90,000. 

Senator SarronsrauLu. That isa flat figure? 

Mr. Witiiams. That is right. 

Senator Savronsrat.. That is for the fiscal year 1952, or for the 
fiscal year 1951? 

Mr. Cook. That is for the fiscal year, the balance of the fiscal yea 
1951, and the contract provides for a gradual reduction in the fee, 
provided the scope of their operations reduces in the following fiscal 
year, 

ee Sauronstatt. How much is that, if I may ask? 

Mr. Coon. The schedule for reduction, provided the plan for re- 
ducing their operation is effective, goes from $90,000 a year to $30,000 
a year in four fiscal years. 

Senator Satronstauy. So that the net profit from the operation of 
the municipal part of the Oak Ridge project 4 years from now will 
be only $30,000, as opposed to $180,000 in the fiscal year 1950; is 
that correct ? 

Mr. Coox. That will only be true if we are able to dispose of our 
real-estate activities and have incor poration of the town. The con- 
tract is set up to recognize our desire to get out of the community 
operation, a schedule of fees on a reducing se cale if we are able to do so. 

Senator Sartonsrauy. When is it the responsibility of that com- 
mittee to report ? 

Mr. Dean. It should be in within a month. 
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Senator SatronsTaLL. So that within a month, you” will know 
whether you can work out some plan to gradually liquidate the part 
of the city of Oak Ridge which is not part of the atomic energy 
plant 

Mr. Dean. We will have the best thinking of that group, and it is 
quite a competent group. I do not know whether the proposal will 
be to do it all in one fell swoop, and I would doubt it, and I think 
there will probably be a plan for gradual steps to be taken. We have 
submitted to them two or three specific items in the past few months, 
so that actions taken by us today will not be inconsistent with their 
ee One was the question of rent increases, and they said “This 

s an absolute must if you are going to get people back on that basis, 
al you must bring the rents up to a parity with those in the neigh- 
borhood.” 

Senator Sarronstaty. I would say, frankly, just as one person and 
one individual, I do not see how you can continue to operate that 
atomic energy plant there and not keep the dwellings and the ci ‘ity part 
of it in the ownership of the Government. 

Mr. Dean. It is a serious problem, because you have to control the 
space, 

AIKEN, 8. C., PROJECT 

Senator SALTONSTALL. Now, may I ask, Mr. Chairman, with your 
permission, What is the proposed municipal set-up in Aiken, that is, 
in South Carolina ¢ 

Mr. Dean. We do not propose to run any Government town at all. 

Senator SALTONSTALL. So that any one of us, we will say, any Sena- 
tor sitting at this table, could go into the Government property there 
and buy a house ? 

Mr. Dean. Outside the Governent property, you could do it. 

Senator SALTONSTALL. So that, inside the Government property, 
there will be no municipality at all? 

Mr. Dean. That is correct. 

Senator SatronsraLL, And a man will have to find his own place 
to live, and then he will come in through an iron gate and show a 
pass ¢ 

Senator Maysank. That is the set-up. 

Senator Sarronstau.. That is your set-up in your other new plant? 

Mr. Dean. That will be true, also, at Paducah. 


COST OF COMMUNITY MANAGEMENT 


Senator ELtenper. Senator Saltonstall, before you came in, I asked 
about the community management, and I understood that it was cost- 
ing the Government $5,805,000 for 1950, and that was a cost to us 
and not a profit. 

That is reduced, or will be reduced to $3,311,000. 

Senator SALTonsTaALL. Mr. C hairman, if the Senator will yield, as 
| understand it—and I would like to understand it clearly—— 

Senator ELttenper. I would like to understand it, also. 

Senator SatronsrAuu. As I understand it, there is a contract that 
will provide a net-income fee for operating the municipal services, 
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about which the Senator from Louisiana has just spoken; am 1 not 
correct ? 

Mr. Dean. That is correct. 

Senator Savronsraty. And the cost of running the sewers and 
building and maintaining the streets, and building and maintaining 
the water supply, and the trolleys and the electric-light plants and 
any repairs to the houses, and so forth, go into that $5, 000,000 figure 
or the $3 000,000 expense; and then, for operating that, just like a 
contractor’s fee, he gets $180,000 profit. 

Mr. Witu1ams. We don’t know if that is a profit or not, but that is 
the fee he gets. 

Senator Ettenper. That is not a profit, then, is it? That is what 
confused me. 

Senator SaLronsra.L. It is a fee for performing the services. 

Senator ELtenper. It is a profit to the man doing it, but not to the 
Government. 

Senator Satronstatt. That is right. And that is the question, as 
I understand it, that bothers Senator McKellar so, and some of the 
Senators who come from those areas. 

Mr. Dean. It gave rise to this rider that was put in the appropria- 
tion bill, that required that we bring the fee in all three communities 
to not in excess of $90,000. 

Senator Maynank. The Commission is trying to get rid of the 
responsibility of running the town? 

Mr. Dean. Yes. 

Senator Maypank. Are there any further questions ¢ 

We thank you, gentlemen. If anything else occurs to you that you 
want to send us for the record before it is printed, do not hesitate 
to do so. 

Senator Satronstaty. I would say, Mr. Dean, I do not know of any 
expenditure of Government, since I have been sitting on this Appro- 
priations Committee, about which an individual Senator ean know 
less and upon which he must rely more upon you gentlemen to tell us 
the truth, and keep our costs down, and to cooperate with us as the 
appropriating bodies of the Government, than you gentlemen have, 
and I only hope that you feel that responsibility to the greatest pos: 
sible degree. 

Mr. Dean. I couldn’t agree with you more. 

Senator Maypank. It is the truth. 

Mr. Dean. I certainly hope the presentations we have been able 
to make, of the programatic type, prior to this hearing, may be in- 
creased, and we can come up here, not simply at appropriations time, 
but get your committee together as new developments come into the 
program and report on them. 

Senator Maypank. That is what I want to do, Mr. Dean. We were 
very well briefed in those three or four meetings, when we were free 
from roll calls every 15 minutes in the Senate. And we will pick 
some time like that, in the late spring or summer, and we will go over 
it again with you. 

Mr. Dean. We would like to do that. 

Senator Maypank. Thank you very much. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
Executive Mansions ANp GROUNDS 


STATEMENTS OF H. G. CRIM, CHIEF USHER, EXECUTIVE OFFICE 
OF THE PRESIDENT; AND FRANK T. GARTSIDE, ASSISTANT 
SUPERINTENDENT, NATIONAL CAPITAL PARKS, DEPARTMENT 
OF THE INTERIOR 


OPERATION OF EXECUTIVE MANSION 


Senator Maypank. This is the item on Executive Mansion and 
erounds. Do you have a statement to make to the subcommittee, Mr. 
Crim ¢ 

Mr. Grim. Mr. ee Public Law No. 40, Eighty-first Con- 
gress, approved April 4, 1949, provides for the establishment of a 
Commission on the Re novation of the Executive Mansion. This Com- 
mission is currently engaged in the rehabilitating and renovating of 
the Executive Mansion, and based on the progress to date it is antici- 
pated that the — will be ready for occupancy by the Presidential 
family on December 1, 1951. 

Senator teane That is in December? 


ADDITIONAL FACILITIES RESULT IN INCREASED COST 


Mr. Crim. Yes, Mr. Chairman. The renovated mansion will pro- 
vide approximately 30 percent additional space and the building for 
the first time in history will be completely air-conditioned. Expanded 
facilities for the accommodation and comfort of the visiting public 
will also be provided, and additional elevators and facilities for 
broadeasting and television will be installed. It is estimated that 
the increase in cost of electric power alone will amount to approxi- 
mately $25,000 per annum. An increase of $49,600 is requested to 
cover the additional operating expenses a by the expanded fa- 
‘ilities deseribed above, for 7 ‘months of the fiscal vear 1952, of which 
824.560 is required for personal services, and $25,040 for other obli- 
ations. 

Senator Maypank. That service and expenses is over what they 
had in the past ¢ 

Mr. Crim. Yes, Mr. Chairman, The Executive Mansion is operated 
on a 24-hour daily basis for 7 days each week. In order to accomp- 
lish this, and comply with the 40-hour workweek, I would like to 
emphasize the fact that 5 men are required to cover each continuous 
duty post. In explanation of these increases, Mr. Chairman, if you 
would like me to proceed or maybe there are some questions, sir. 

Senator MayBank. I notice the estimate is pretty well detailed. Are 
there any questions ? 

[ notice you are going to buy $8,000 worth of equipment. 


INCREASE IN AMOUNT OF ANNUAL COST 
Senator Exrtenper. How much more will it cost to operate the 


White House after you complete it, from what it was before you started 
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this work? In other words, this amount is to maintain it and to pay 
for these various additions you are making, such as television and 
things like that. What will the total be? 

Mr. Gartsipe. That is $49,600 for 7 months of the fiscal year, and 
a full year’s operation would be about $80,000. 

Senator ELtenver. It will cost the taxpayers of this country $80,- 
000 a year more than in the past to operate the White House ? 

Mr. Garrstpr. That is merely a round figure. We haven't had the 
experience of actually operating the new building, as yet. 

Senator Maynank. Those estimates would not contain any pay or 
anything like that; it is just the ope! ration ? 

Mr. GarTsIDE. Of this amount $25,000 would be for electric energy 
alone. 

Senator Ture. The thought occurs to me that with a new modern 
structure and new modern equipment, your expenses should decrease 
rather than the expenses mounting by such tremendous sums as you 
are now figuring on. 


AIR-CONDITIONED 


Mr. Crim. Senator, may I say, please, that through the years the 
White House has never been air-conditioned, and now it will be. It is 
a $600,000 installation. We need additional employees to operate that 
machinery around the clock, so we are asking for 10 additional em- 
ployees. ‘We have roughly 30 percent additional floor area and facili- 
ties which must be maintained and kept clean and we assume and be- 
lieve that the number of sightseers will be terrific and put quite a bur- 
den on us, and we are simply asking for enough employees to take 

‘are of the expanded facilities. 

Senator SavronsraLt. May I ask this question. It seems to me a 
reasonable one. This building is not going to be ready until Decem- 
ber 1? 

Mr. Crim. That is right. 


APPROPRIATION FOR FISCAL 1951 


Senator SatronsTatt. And you got in this past year $266,000 that 
it has cost you to oper ate the grounds and the Executive Office and the 
Blair House. Is that not right? 

Mr. Crim. Yes. 

Senator SavronstaLt. Now, you say yourself that this estimate is 
merely a guess. Why would it not be a wise thing for this committee 
just to leave out the additional $49,600 with the general thought that 
when you get an accurate estimate along about next January, you can 
come back and ask for it in a supplemental. We then would not be 
appropriating now 7 months ahead when we do not know and you do 
not know accurately how much it is all going to cost you. What is the 
objection to that? 

Mr. Crim. The objection is this, that we will not know any more in 
January, sir, than we know now. We are presuming that the con- 
struction will be such as will permit the family to resume residence 
in December. If they get in then, they will have lived there only 2 or 
3 weeks and I am afraid we will not know any more about the subject 
than we know now. Our mechanical engineers tell us that the in- 
creased amount of electric power 
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Senator Maypank. Electricity is half the increase. 

Mr. Crim. Yes; for the 7 months. 

Senator ELLENpDER. On a yearly basis it would be less than half. 

Mr. Garrsipe. It would be approximately a third on a full year’s 
operation. But we also need additional materials and equipment. 


RENTS AND UTILITY SERVICE 


Senator ELtenper. I notice here you have “Rents and utility serv- 
ice,” $12,700 for 1951 and $27,290 for 1952. What is that for / 

Mr. Garrsipe. That represents a $14,590 increase for the electric 
energy for 7 months’ operation. 

Senator ELLeENpDER. What is the rent / 

Mr. GarrsivE. Well—— 

Senator ExLenprer. How much is for rent / 

Mr. Garrsipk. None. That is a budget classification that is used in 
setting up the item. 

Senator ELLenper. It is mostly utilities 

Mr. Garrsipe. It is all utilities. 


SUPPLIES AND MATERIALS 


Senator ELLtenper. What is this item for supplies and materials; 
what does that include ¢ 

Mr. Gartsipg, That is a $2,500 item, sir, and it is requested for the 
purchase of miscellaneous materials. Would you like me to enumerate 
them ¢ 

Senator ELLenper. The item that I am looking at amounts to 
$37,000. 

Mr. Gartsipe. The increase is $2,500 between what we had for the 
old mansion and what is required for the new one. 

Senator ELLENDER. What is included in the item for supplies in the 
old mansion, let us say. It didn’t include food, did it? 

Mr. Gartswer. No; it includes cleaning materials, wax, paper prod- 
ucts, lubricants, uniforms, aprons, paint, lumber, seed, fertilizer, 
flowers, and things of that kind. 

Senator Evtenper. That is $35,000 a year and it amounts to almost 
$3,000 a month. 

Mr. Garrsipe. Well, there were 82 rooms in the old Executive Man- 
sion and in the new mansion there will be 128, including the baths. 

Senator ELLENDER. That is for waxing materials, and so on. 

Mr. Gartsipe. All the toilet supplies, paper towels, linens, uniforms 
for the butlers and the maids, plus the maintenance of the grounds 
which consists of 18 acres. 

Senator Ture. Are these elevators automatic or manually con- 
trolled? 

Mr. Crim. Automatically operated. 

Senator Tuyr. And you have got $3,500 on these brand-new, rec- 
ently installed elevators just for maintenance and inspection. 

Mr. Crim. We have studied that, Senator, and we feel that to hire 
an employee who has the ability to make the repairs would cost us 
more than the contract with the Otis Elevator people who are ex- 
perts, and if we employed one person he would be there only 8 
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hours a day, whereas the Otis people give us 24-hour service. We fee] 
that it is a better arrangement for the Government and it insures 
almost continuous operation. 

Mr. Gartsipe. It also includes any repair parts that may be needed 
that are worn out through fair wear and tear rather than anything that 
would be guaranteed as a part of a new installation. 

Senator Ture. Would you anticipate within the first year that you 
start with an enormous repair? 

Mr. Gartsipr. We must have the inspection, sir. 

Senator Ture. I know, but you just got through stating repairs. 
That is natural wear through service? 

Mr. Garrsipe. Three of these are old elevators, also the new pas- 
senger elevators and new dumbwaiters and new freight elevators wil! 
be included in this contract. 

Senator Maysank. Any further questions? 

If not, gentlemen, we thank you for your testimony. 

Senator Maysank. ‘The next witness is Mr. Leon H. Keyserling, 
Chairman of the Council of Economic Advisers of the Executive Office 
of the President 


Counci. or Economic ADVISERS 


STATEMENTS OF LEON H. KEYSERLING, CHAIRMAN, COUNCIL OF 
ECONOMIC ADVISERS; JOHN D. CLARK, MEMBER OF THE 
COUNCIL; AND ROY BLOUGH, MEMBER OF THE COUNCIL 


GENERAL STATEMENT 


Senator Maypank. I have received a statement from Mr. Keyser- 
ling, and is this the same statement that you have given in the House 
hearings ? 

Mr. Keyseruine. It is, Mr. Chairman. 

Senator Maysank. Do you desire to read it or just have it placed 
in the record ? 

Mr. Keysertine. I desire to have it placed in the record. 


JUSTIFICATION 


Senator Mayznank. Without objection, it will be placed in the record 
at this point. 
(The statement is as follows:) 


CoUNCIL oF ECONOMIC ADVISERS, BUDGET JUSTIFICATION FOR FiscaL YEAR 1952 


The budget request of the Council for fiscal year 1952 is $375,000. 

This compares with an appropriation of $300,000 for fiscal year 1951. 

The $375,000 figure is identical with the estimated annual rate of obligations 
to be reached during the fourth quarter of fiscal year 1951 as a result of supple 
mental allocations from the President’s funds for the administration of the 
Defense Production Act. 

This budget request is the bare minimum needed for the Council to discharge its 
continuing responsibilities under the Employment Act of 1946 and to handle the 
additional responsibilities given to it by the President as a result of international 
conditions and the resultant strains upon the economy. 

It should be recognized that a budget request of $375,000 implies no change in 
the Council’s long-standing view that it must remain an extremely small and 
compact organization. With an appropriation of $375,000 the Council will stil! 
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remain the smallest agency of its type in the executive branch of the Government. 
The Council will still be spending less for personal services than the $345,000 
maximum on personal services provided for in the Employment Act. 

It should also be borne in mind that this budget request is less than the $400,000 
requested in the President’s budget for fiscal years 1948 and 1949. Also when, 
consideration is given to salary increases enacted by the Congress during the 
last few years, it will be seen that an appropriation of $375,000 for fiscal year 
1952 will allow no larger staff than was possible under the Council’s appropriation 
of $275,000 for 8 months of fiscal year 1947 or of $850,000 for the entire fiscal 
year 1948. 

The following sections of this statement deal with— 

(1) The general functions of the Council; 

(2) The additional responsibilities that have been given to the Council; 

(3) The decreasing amount of funds that have been appropriated to the 
Council; 

(4) The supplemental funds that have been allocated to the Council: and 


+e 


(5) The detailed analysis of the $375,000 request for fiscal year 1952. 
I, GENERAL FUNCTIONS OF THE COUNCIL 


The purpose of the Council of Economic Advisers under the Employment Act 
of 1946 is to advise the President with respect to national policies needed to pro- 
mote maximum employment, production, and purchasing power. 

This involves three closely related functions: 

1, The appraisal of current economic developments 

2. The analysis of needed levels of economic activity 

3. The review of Government and private policies and the proposal, where 
needed, of new or adjusted policies. 

Contrary to the impression held by some, those functions are not oriented 
merely toward the prevention of depression. The relationship between needed 
levels of employment, production, and purchasing power is of crucial significance 
aut all times. The development of national economic policies designed to promote 
the growth and stability of the economy is vital at all times. At the present, 
when new burdens have been placed upon the economy and new problems of 
national economic policy are constantly arising, the Employment Act and the 
Council's funetions under it are far more important than during periods of 
relative normality. 

The Council carries out its functions through a broad variety of activities. 
It assists the President in the preparation of his annual and midyear Economic 
Reports to the Congress and prepares the accompanying Economie Reviews of the 
Council. It prepares a constant stream of reports on current economic develop- 
ments, proposed legislation, and matter of administrative policy. It works closely 
with other agencies in the executive branch and with the Congressional Joint 
Committee on the Economie Report. It confers regularly with the representatives 
of business, labor, agriculture, State and local governments, and with members 

f the economics profession in various parts of the country. 


Il, THE ADDITIONAL RESPONSIBILITIES OF TITE COUNCIL 


Recent international events have clearly underscored the importance of the 
Council’s work. The Council has already played a significant role in the re- 
adjustment of the Government’s economic policies. This role will become more 
important as time goes on. 

Specifically, the new responsibilities that have been imposed upon the Council 
may be summarized as follows: 


A, Participation in the work of the National Security Council 


On April 12, 1950, the Chairman of the Council of Economic Advisers was 
requested by the President to participate in the work of the National Security 
Council in appraising the implications of certain long-range proposals in the 
fields of defense and foreign policy. Pursuant to this request, a member of the 
Council of Economic Advisers’ staff was designated to serve on an ad hoc staff 
committee under the Security Council. 

In broadest terms, the function of the Council of Economic Advisers in this 
project has been to appraise the economic feasibility of the proposed military, 
international, and related programs; to assess their impacts on the economy 
as a whole; and to determine the measures of economic policy that would be re- 
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quired to insure the fulfillment of the proposed programs, while at the same time 
maintaining and increasing our basic economic strength. This has required the 
following analyses: 

(i) An analysis of the growth and composition of total output that would be 
feasible under a policy calling for a rapid build-up of allied military strength and 
for a simultaneous continuing increase in basic United States productive capacity. 
This requires appraisal of feasible increases in working hours, in the active 
labor force and in labor productivity, and of the required increases in industrial 
investment required to support the growth in productivity and total output. 

(ii) An analysis of specific potential bottlenecks in specific materials and 
capacity that might impede achievement of the required increases in defense 
production and total output, and of means of solving those bottlenecks. 

(iii) An appraisal of the potential need for direct controls to alleviate such 
bottlenecks and to insure the fulfillment of essential requirements pending the 
achievement of long-term solutions. 

(iv) An analysis of the growth and composition of total incomes that would 
necessarily accompany rapid increases in total output, in working hours, and 
in the active labor force. Such an analysis is essential to an appraisal of the 
general inflationary pressures that tend to arise from large and rapid increases 
in Government expenditures. 

(ve) An appraisal of the measures of economic policy—taxation, credit con- 
trols, and other measures—that might be needed to restrain these general in- 
flationary pressures, and to finance increased Government expenditures. 

Preliminary analyses in all these areas have been completed, and will be 
expanded and refined over the next several months. In carrying out these 
analyses the Council of Economic Advisers has, in accordance with statutory 
obligations and past practice, greatly relied on the assistance of other Government 
agencies, and especially of those agencies represented on the ad hoc staff com 
mittee of the National Security Council. These special studies have nonetheless 
placed a very heavy burden on the staff of the Council of Economic Advisers ani 
have required severe curtailment of work in other important areas. 

The Council will need to go even further in assigning specific phases of work 
projects to other agencies with larger staffs. But even the guide studies neces- 
sary to identify problem areas, to make these assignments, and to integrate the 
products thereof into a framework of general economic analysis and policy con- 
clusions will impose upon the Council itself a workload in this area far beyond 
the first phases thus far attempted. 

Already, in order to provide for adequate leadership and coordination of the 
technical analyses, it has been found necessary to establish a special task force 
comprising 6 members of the Council’s total professional staff of 15, and to 
allocate virtually their full time to this special project. So large a diversion of 
staff has required both a deferral of other projects and an amount of overtime 
work which could be sustained only for a limited period. And even with this, the 
special task force has not been large enough for the essential elements of the job 
which must result as general conclusions are translated into more specific content. 
B. Functions under the Defense Production Act 

In his Executive Order No, 10161 of September 9, 1950, the President assigned 
new functions to the Council with respect to the administration of the Defense 
Production Act. These functions have not been modified by the subsequent 
Executive orders dealing with the Office of Defense Mobilization and the Defense 
Production Administration, Section 803 of the Executive order reads as follows: 

“The Council of Economic Advisers shall adapt its continuing studies of em- 
ployment, production, and purchasing power needs and objectives so as to furnish 
guides to the agencies under this Executive order in promoting balance between 
defense and civilian needs and in avoiding inflation in a stable and growing 
economy. In the performance of this function, the Council shall obtain necessary 
information from the agencies concerned and engage in regular consultation with 
them.” 

To carry out these new functions the Council has had to intensify its appraisal 
of current economic developments and its analysis of the need for new or adjusted 
policies. 

In the past the Council has made a comprehensive review of the economic 
situation every 6 months—for use in the President’s Annual and Midyear Eco 
nomic Reports to Congress and in the Council’s Annual and Midyear Economic 
Reviews. It has also prepared Economic Indicators, which is published monthly 
by the Joint Committee on the Economic Report; The Economy in Operation, a 
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selected list of charts given to the President every month: and a confidential 
monthly memorandum to the President on the economic situation. 

With its additional functions it has become more important than ever before 
that the Council keep the President, the White House Staff, the Director of 
Defense Mobilization, and other agencies in the Executive Office currently and 
regularly informed on economic development. Accordingly, the Council is now 
supplementing Economic Indicators and The Economy in Operation with a 
weekly report to the President on the economic situation. This report summarizes 
the most relevant new statistics that are available and includes a number of 
special tables and charts. It also deals with current developments which cannot 
be treated in statistical terms. 

With respect to policy development, it should be noted that the Council worked 
closely with the National Security Resources Board and the White House in the 
original development of the economic aspects of the defense program. Many 
proposals finally adopted were based upon Council recommendations. Some were 
outlined in detail, or even drafted by Council staff members. Detailed economic 
background memoranda concerning production and capacity, credit control, and 
the various alternatives possible in connection with price and wage measures, 
were prepared for use by administration oflicials and for transmission to Members 
of Congress. 

In the development of administrative policy under the act, the Council provides 
general economic staff assistance to the Office of Defense Mobilization. It is 
formally represented on the priorities and allocations committee headed by the 
Administrator of the National Production Authority. It also takes part actively 
through both the Council members themselves and staff representatives in many 
other forms of interagency activities. 

As a result, the Council’s work in reviewing Federal economic programs has 
become much more time-consuming than ever before, since it involves a broader 
range of policies and a more intricate set of relationships. The review must also 
be of a more intricate set of relationships. The review must also be of a more 
continuous nature, since the Council’s new weekly report to the President will 
frequently be supplemented with a commentary upon programmatic develop- 
ments. On a 6-month basis the results of the Council’s reviewing work will be 
included in the Council's Annual and Midyear Economic Reviews, for transmittal] 
to the Congress, along with the Annual and Midyear Economic Reports of the 
President. 

To facilitate the orderly development of new policies and to give perspective 
to its own work in reviewing economic programs, the Council has stressed the 
necessity of there being developed a continuing inventory of requirements and 
supply. Sinee a broad consensus has already been reached in the Executive 
Office on the need for such a continuing inventory, the Council has assigned a 
special group of staff members to work closely with the other mobilization*tagen- 
cies in developing the details of the project and helping get it under way. 

The Council has also provided similar services to other agencies that have 
requested aid and guidance during the early and most difficult stages of policy 
development. 


Ill, THE DECREASING AMOUNT OF FUNDS AVAILABLE TO THE COUNCIL 


The burden of new responsibilities that have been assigned to the Council 
should be viewed against the background of the declining funds that have been 
made available to the Council. 

This story of the Council's budget is told in the table following entitled 
“Council Budget and Employment, Fiscal Years 1947-51.” 


Council budget and employment, fiscal years 1947-51 
SET payee l 
Appropria- | Appropria- Wet . 
Fiscal year tions re tions re- peg 
quested | ceived P 

1047 $275, 000 30 
1948 $400, 000 350, 000 44 
1949 400, 000 310, 300 39 
1950 340, 000 300, 000 36 
1951 330, 000 300, 000 36 
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Fiscal year 1948 was the first full year of Council operations. For this year 
the Council projected a staffing pattern that would require an appropriation of 
$400,000. However the Council received an appropriation of only $350,000. In 
subsequent years the appropriations for the Council gradually declined. In 
fiscal year 1949 the Council received $310,300, in fiscal year 1950, $800,000, and in 
fiscal year 1951, $300,000. 

Over this period of years the Congress also enacted a number of salary in- 
creases. This has had the effect of requiring the Council to absorb the cost 
of additional salaries from its declining appropriation sand reduce the number 
of Council employees. 1t is estimated that the total amount of appropriations 
that have had to be used tu absorb the cost of additional salaries has reached the 
level of $25,000 a year, 

In fiscal year 1948 the Council built up a staff numbering 44 employees, in- 
cluding Council members. In the three following years the staff was gradu- 
ally reduced. The highest number of employees in fiscal year 1949 was 39 and 
in fiscal year 1950 was 37. The present number of employees is 36. 

As a result, there has been a growing number of vacancies in the Council's 
staff structure. The attempt has been made to fill these gaps by having a 
number of Council employees handle more than one job. This has seriously 
interfered with the effectiveness of the Council's work. 


IV. THE SUPPLEMENTAL ALLOCATION FOR FISCAL YEAR 1951 


The new responsibilities assigned to the Council made it more important than 
ever before that vacant positions be filled. It also made it necessary to establish 
a small number of new positions. Accordingly, on September 27, 1950, the 
Council wrote to the Director of the Budget requesting an allocation of Defense 
Production Act funds. 

This request was based upon an analysis that indicated the Council would 
need an allocation which would bring its annual rate of obligations from the 
$300,000 appropriated for fiscal year 1951 to $375,000. On this basis the sum 
of $18,750 was requested for tlie second quarter of fiscal 1951. 

This original request included funds for a number of GS-16 and GS-17 posi- 
tions. Since negotiations with the Civil Service Commission on the creation of 
such GS-16 and GS-17 positions were not completed in time—and in fact have 
not yet been completed—this figure was reduced by the Budget Bureau to $16,000, 
a level which will allow the Council to meet its needs with respect to everything 
except the GS-16 and GS-17 positions. 

In requesting the supplemental allocation the Council emphasized that its new 
responsibilities could not be discharged by setting up a special group of new 
employees to work on mobilization problems, While a few new positions are 
needed, the only way for the Council to do its job is to round out its entire 
staff and orient its entire work program toward the new situation. 

Since the Council’s request for fiscal year 1952 is based largely upon the 
maintenance of the level of obligations which the Council expects to reach dur- 
ing the fourth quarter of 1951, the details on how the supplemental funds will 
be spent are—broadly speaking—covered in the next section of this memorandum, 


V. THE $375,000 REQUEST FOR FISCAL 1952 


The 1952 budget request, when broken down by individual items, will be seen 
to be identical with the estimated annual rate of obligations for the fourth 
quarter of this fiscal year. 

This does not mean, however, that $375,000 could be obligated during this 
fiscal vear. It is estimated that supplemental funds amounting to approximately 
$50,000 will be obligated between November 1 and June 30 and that this will 
bring the total level of obligations for this fiscal year to only $350,000, 

This picture is indicated both in summary and by items in table 2 of the ap- 
pended exhibits entitled “Appropriations Including 1951 Supplement by Objects, 
Fiscal Years 1950, 1951, and 1952.” 

01 Personal services 

The estimate for personal services amounts to $322,500. This is $22,500 below 
the $345,000 maximum on personal services provided for in the Employment Act. 
It represents an increase of $89,000 beyond what could be obligated under the 
Council's appropriation for the current fiscal year, but is identical with the 
estimated level of obligations to be reached under the supplemental obligation 
by the fourth quarter of the current year. 
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$6,500 of this amount is allocated to part-time positions and overtime. The 
remainder, $314,500, will allow the addition of 10 permanent positions. 

The distribution of these new permanent positions is indicated in table 6 of 
the appended exhibits entitled, “Number of Present and Proposed Permanent 
Positions by Classification and Salary Range, Fiscal Years 1951 and 1952.” The 
present number of professional positions in the Council, excluding the Council 
members is 17. Six more positions are needed. 

To handle additional work resulting from the creation of six new profes- 
sional positions, four new secretaries will be required. 

All in all, the filling of these additional positions will bring total Council em- 
ployment, including Council members, from 36 to 46. The Council will still 
remain the smallest agency of its kind in the executive branch of the Government. 

It should be emphasized that this pattern of personnel needs has been developed 
on a minimum rather than an optimum basis. If the burden of necessary work 
proves to go beyond what can be accomplished by 46 people, it may be necessary 
for the Council at a later date to request additional funds. Moreover, if new 
GS-16 and GS-17 positions are established for the Council, this might cost an 
additional $8,000 and therefore make it impossible for the Council to fill one of 
the GS-13 or GS-14 positions requested above. 


02. Travel 
The estimate for travel expenses is $4,000. The additional $1,200 is to provide 
travel expenses of WAE employees. 


04. Communications 


The estimate for communications is $5,000. This provides $4,500 for telephone 
services and $500 for telegrams and long-distance calls, representing a total in- 
crease of $1,000 beyond the original 1951 appropriation. This increase is neces- 
sary to provide additional telephone installations and services for 10 additional 
people. 

06. Printing and binding 

The estimate for printing and binding is $21,500, or $1,000 above original appro- 
priations for fiscal year 1951. This includes $8,500 for the Midyear 1950 Economic 
Report of the President, $9,000 for the January 1951 Economic Report of the 
President, $2,000 for the Annual Report of the Council, and $2,000 for miscellane- 
ous printing. Increased printing rates and increased congressional and public 
demand for the economic reports account for the additional $1,000 requested. 

07. Other contractual services 

The estimate for contractual services is $16,500. This includes $6,600 to be 
transferred to the Bureau of the Budget for accounting, procurement, personnel, 
and other housekeeping services ; $600 for car maintenance and operation; $300 
for Public Health Service ; $100 for clipping services ; $1,500 for duplicating work 
on The Eeonomy in Action (monthly confidential report to the President) ; 
$1,000 for chart work on the President’s Economie Reports to Congress ; $400 for 
miscellaneous services; and $5,000 for regional committee contracts, the only 
addition to contractual services for fiscal 1952. 


08. Supplies and materials 

The estimate for supplies and materials is $3,000, $2,800 of which is for supplies 
and $200 for periodicals. The increase of $800 over original fiseal 1951 appro- 
priation is necessary because of the larger staff. 
09. Equipment 


_ The estimate for equipment is $2,500 as contrasted with $1,500 for the current 
fiscal year, The additional $1,000 is for additional personnel. 


[ABLE 1.—Comparison between appropriations and obligations, fiscal years 1947-52 


| ] | | 


| es j | | 
Fiscal year | | Obligated |Unobligated || Fiscal year Apes 'a- | Obligated |Unobligated 
1947 ; $275, 000 $185, 313 $89, 687 || 1950 $300,000 | $299, 660 $340 
1948 L 350, 000 | 315, 138 | 36, 968 || 1951 : 300, 000 | 300, 000 | 
ee Te es 308, 841 | 1,459 || 1952 | 375, 000 | 375, 000 | 
' ' | 


Includes deficiency appropriation of $10,300 for Public Law 900. 
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TABLE 2.—Changes in expenditures by objects, fiscal years 1951 and 1952 


Objects 


1952 


Increase (+-) 





Personal services, departmental 
Travel 

Communication services 
Printing and binding 

Other contractual services 
Supplies and materials 
Equipment 


Total direct obligations 


Total appropriation or estimate 


300, 000 


375, 000 





| Estimate, Estimate 
| 1951 m: oo 
£257, 500 $322, 500 +$65, 000 
| 2: 800 | 4,000 +1. 200 
4, 000 | 5, 000 +1, 000 
| 20, 500 | 21, 500 +1, 000 
| 11, 500 16, 500 +5, 000 
| 2, 200 | 3, 000 +800 
| 1, 500 | 2, 500 +1, 000 
| 300, 000 375, 000 | +75, 000 


+75, 000 


TABLE 3.—Breakdown by objects other than personal services, fiscal years 1951 and 


02 


04 


06 


OS 
’ 


1952 


Object and breakdown 


Travel 
Council members and staff 
W.ALE 


Total 02__. 


Communications services: 
Telephone service 
Telegrams and long-distance calls 
Total 04____. 
Printing and binding: 
Annual report of the President 
Midyear report of the President 
Council reports 
Miscellaneous 


"’ 


Total 06 


Other contractual services 
Personnel and administrative services 
Car maintenance and operation 
Public Health Service 
Clipping services 
Duplicating work on Economy in Operation 
Miscellaneous duplicating work 
Chart work on reports 
Miscellaneous services 
Regional committee contracts 


Total 07 
Supplies and mate 


Equipment 


] 
il 


cellaneous 


' 
LIS 


Total 02-09 


$2, 800 | 


| 
| 


3, 700 


j 300 | 


.~ 


, 000 


8, 000 
8, 500 
2 
2 


2,000 | 


2, 000 


, 500 


6, 600 
600 
300 
100 

1, 500 

1, 000 

1, 000 
400 


11, 500 
2, 200 
1, 500 


42, 500 


Fiseal 1951 | Fiscal 1952 


$3, 000 


1, 000 


4, 000 


4, 500 
500 


5, 000 


9, 000 
&, 500 
2, 000 


2, 000 


6, 600 
600 
300 
100 

1, 500 

1, O00 

1, 000 
1) 

5, 000 
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TaBLE 4.— Explanation of differences in apprepriation by objects, fiscal years 1941 
and 1952 


Increase (+) 


Object eee. eee or de- 
ch - crease (—) 

Personal services $257, 500 $322, 500 +-$65, 000 
New positions ! $58, 725 
w.A. E. employment 4, 000 
Automatic pay increases 2, 275 
Total 65, 000 

02 Travel 2 200 4, 0K +-1, 200 
W.A. E. travel $1, 200 

04 Communications services 4,000 | 5, 000 | +1, 000 

For 10 additional staff _ - $1, 000 | | 

06 Printing and binding 20, FOO 21, 500 +3, 000 
Annual report of the President $1, 000 

7 Other contractual services 1 500 16, 500 +5, 000 
Regional ¢ ommittee contracts $5, 000 

8 Supplies and materials 2 3. 000 1800 
For 10 additional staff $1, 000 

Equipn = 1, 500 2 500 +-1, 000 
For 10 additional staff $1, 000 

Total 300, 000 375, 000 L75, 000 

10 new positions as follows: 5 economists (1 GS-15, 2 GS-14, 1 GS-13, 1 GS-12), 1 statistician (GS-7)5 


ind 4 secretaries (GS-5), 
AMOUNT FOR PERSONNEL 


Mr. Kreysertrnc. I don’t have any further prepared statement, Mr. 
Chairman, and I would like to make just a few remarks and answer any 
questions that you have. 

We are asking this year for $375,000 to provide for a total of 46 

employees. 

Senator Maypank. That is an increase of $75,000 over last yea 


PRIOR APPROPRIATIONS AND EXPENDITURES 


Mr. Keyseruine. Yes, sir; and I would like to address myself t 
the question of that increase in two parts. First, the record of the 
Council with respect to economy of — ations and, second, the burden 
of the new need. We got established in 1946 and in 1947 we had not 
built up our original organization. We na an appropriation of $275,- 
000 for the first part-year work. Due to our desire to build up slowly 
and not to make a record of a large number of employees for future 
years we turned back $90,000 out of that appropriation. In the suc- 
ceeding year, we turned back $36,000 and by 1949 we had about reached 
our normal level of operations. 

On the other evidences of the economy of our operations, I might 
mention briefly: One of the evidences that may strike you is that 
you are all familiar with the fact that a month or two ago there was a 
proposal for the setting up of so-called super jobs, providing for 
higher salary rates. I decided at that time not to ask for any of those 
on general grounds of economy. However, we now find, without being 
critical of any other agencies, that in view of the upgrading which has 

taken place in other agencies, a number of them are carrying numbers 
of economists two or three grades higher than ours, although | by any 
objective test these economists operate at far lower grades of respon- 
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sibility than ours. There were several people in our agency who have 
deliberately decided to stay with us because they think our work is 
important although they are being paid two or three thousand dollars 
less than employees in other agencies in the economics field and where 
those agencies on any examination of the situation are not vested with 
the degree of responsibility that we are. I mention that merely to 
indicate that we have taken ser iously our responsibilities to be 
economical, 


ADDITIONAL PERSON NEL 


Now, as to why we need six more people than are now on our rolls: 
The essence of our job is to serve as an over-all general economic 
advisory staff. That means that under our statutory responsibilities 
we have to review economic trends, examine the other economic pro- 
grams of the Government and try to evaluate how they fit together 
into an over-all economic program suited to the times which the Presi- 
dent submits to the Congress. Now, it is pretty manifest, I think. 
that the defense program has imposed upon the Government as a whole 
and has imposed upon the Executive a larger number of economic 
programs and a wider range of economic decisions than in normal 
peacetime. The essence of the reason why we think that we need 
six more people, four of whom will be professional people and two 
of whom will be clerical, is to carry that extra burden. The only 
other thing I want to say is this, and then I will be through. There 
have been decisions made at some of the important agencies in the 
Government with which you are familiar, which agencies ordi- 
narily would and under a situation similar to World War IT did 
set up their general economic staffs of their own on the ground that 
they would need servicing in their field to carry out their responsibil: 
ties, to turn in this current situation instead to us and have asked us 
to serve them with respect to the general economic phases of their 
work, 

FUNCTIONS OF ADVISORS 


Senator Maypank. You might mention some of those. 

Mr. Keysertine. I would be very glad to do that. This is not a 
case where any subterfuge is used to get us to do work which ought 
to appear in their budgets. It is a case where with 1 or 2 people, 
because we are a general economic staff, we can perform a service 
for them which if they set up their own organization to do it me 
would have 8 of 10 people doing it, or maybe 20. I will give a speci 
example. 

First, take Mr. Wilson’s organization. Very shortly after he cam 
down I had a talk with him. it was manifest that, with the wide 
range of responsibilities that he has got, he would need to have eco- 
nomic servicing. I said to him, “What is the need of you having 
an economic staff when your work is for the President and the council 
is a general economic staff servicing the President? Can't we help 
you?” 

And he said “Yes.” Two things followed from that. I was put 
on his executive committee where he meets with his top executive 
mobilization officials, and time and again he has turned to us for 
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the performance of general economic functions in connection with his 
work 

Now, I will give you some examples of that. One example is that, 
as you all read in the papers, there was recently established a four- 
man committee which I think has made real progress and will make 
more progress in getting a sound and helpful resolution of the diffi- 
culty that arose between the Treasur y and the Federal Reserve Board. 
The membership is the Secretary of the Treasury, the Chairman of 
the Federal Reserve Board, Mr. Wilson, and myself. Now, mani- 
festly a committee of that kind has to function through staff work. 
One of the things that Mr. Wilson has since done is to ask me to be 

responsible for the preparation of some basic staff material. Obvi- 
ously it is reviewed by the committee. 

Senator Maysank. You mean to say that Mr. Wilson is going to 
try to run the Federal Reserve Board and the Treasury ? 

Mr. Krysertine. I am not saying that. 

Senator Maypanx. He had better leave that alone because we had 
enough trouble with Mr. McCabe and Mr. Snyder around here a 
month ago. 

Mr. Keyserting. I am not saying that, and I don’t think that he 
should try to do that, and I believe in an independent Federal Reserve 
Board. I am merely citing that as an example of the fact that our 
organization is helping in the staff work. 

Senator MayBank. I just want to get it in the record. 

Mr. Krysertinc. He has turned to us as a general economic staff 
for the preparation of the materials, and if he had to set up a staff 
to do that kind of work, he would have to set up a bigger staff than 
we are doing it with. 

Some of the other economic agencies engaged in specialized prob- 
lems have found that as an economic general staff our very limited 
group has acquired a kind of general information and undei ‘standing 
of the economic situation as a whole which has made it more useful 
to them to pick out our specialist in that field than to set up a staff of 
their own to work in those areas. 

Senator Maysank. Now, if there are staffs in your area, what about 
agricultural products? I see that they are going to do something 
about that or try to do something about it. Would they not consult 
the economic group or the statisticians from the Department of 
Agriculture? 

Mr. Keyseruina. Very definitely. 

Senator MaysBank. Would they consult you? 

Mr. Krysertinc. They would consult us from the v iewpoint of how 
the agricultural program relates to the other economic programs of 
the Government, because at some point there should be—and I think 
that the act of Congress under which we were established is correct 
in this respect—there should be at some point some group which is 
evaluating one program against the other, rather than each one sepa- 
rately. I think a useful service has been performed in having us 
looking at the agricultural program and the financing programs and 
the spending programs. 

Senator Maypanxk. How about the labor programs? 

Mr. Keysertine. Yes; we must look at that also. 
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In substance, the only point we make is, in summary, this: First, 
that the Government has assumed vastly increased economic func- 
tions in consequence of the defense mobilization. Consequently, to 
do our basic job under our statute, which is to review and evaluate — § 
these programs, we have more to handle than we had to handle in 
peacetime. q 
SALARY INCREASES a 




















Second, that actually the increase we are asking for, when we take 
account of necessary salary increases, would bring us back only to 
the staff level which we had in 1948 which was when we first had our 
full operation under a normal peacetime program. And third, and 
finally, that there are a number of these agencies which are getting 
from us a general economic staff servicing at a much smaller cost to 
the Government in personnel and in money than if they could not 
call on us and we could not respond in giving them materials and 
evaluations. 

Senator Tuyr. Has that made possible the reduction of the person 
nel of some of the other divisions or agencies of Government ? 

Mr. Krysertinc. Some of the other agencies have not at all set 
up economic general staffs to serve them. 

Senator Tuye. I grant you that, but they were in existence when 
you came into being, ‘when the statute provided for your organization, 
and naturally those agencies were in existence and those agencies 
must have had such personnel. Did you replace that personnel, or 
are you a supplement to it ¢ 

Mr. Keyseriinc. I am speaking, Mr. Senator—I may not have 
made myself clear—of an increasing burden arising not from the 
operations of the peacetime organizations of Government, but from 
the new organizations set up to deal with the defense mobilization. 
In other words, the agencies which we have been called upon pri- 
marily to service are such agencies as the National Security Resources 
Board, which was the first coordinator of the defense program, Mr. 
Wilson’s organization, the Office of Defense Mobilization, and the 
Economic Stabilization Agency. When those agencies were set up to 
handle phases of the defense program they have not established full- 
blown economic staffs to give them general advice but instead have 
turned to us. 

(The following additional information was supplied :) 
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Senator Burner R. MAYBANK. 
Chairman, Independent Offices Subcommittee, 
Senate Appropriations Committee, United States Capitol, 
Washington, D. C. 

DrFAR SENATOR MAYRANK: During the course of the Council’s budget testimony 
on April 4, Senator Thye asked whether or not the operations of the Counci! 
had “made possible the reduction of the personnel of some of the other divisions 
or agencies of Government?” 

Pursuing the question further, Senator Ellender asked whether we knew of 
any agency in Government which was in existence at the time the Council was 
created and which was dispensed with because of the fact that the Counci! 
could supply similar services. , 

I should like to supplement the answer I gave then by referring to the Office i 
of War Mobilization and Reconversion, which was set up by the War Mobiliz:- 



















is IIs ANTS RING A 


ee 


z 
a 
oe 
ie 
vt 

















Sn RA BE 


4 
is 
: 
é 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 93 


e 


tion and Reconversion Act in October 1944, and which was liquidated on 
29, 1947. From the end of hostilities in 1945 until the Council of 
Advisers started operation, the Office of War Mobilization and Reconversion de- 
veloped rather extensive undertakings in the field of economic research and 
analysis. This involved both confidential work for the President and the prepara- 
tion of quarterly public reports surveying the economic § situation. 

The work of the Office of War Mobilization and Reconversion was not limited 
to problems unique to wartime or reconversion. That Office performed a more 
general function of reviewing economic conditions, examining the economic pro- 
erams of Government from the viewpoint of consistency and relationship to the 
over-all picture, advising the President, accordingly, and issuing reports. 

an legislative history of the Employment Act of 1946 clearly shows that a 
ma in purpose of this act was to provide on a permanent basis for the kind of 
general economic staff work which the OWMR had been in part performing, 
the Council of Economic Advisers was established as an alternative 
to extend the OWMR in its then existing or altered form. 
OWMR expired on June 30, 1947, and the Council 
since been performing the tasks intended. 

It will be helpful, therefore, if the record of your hearings shows that within 
less than a year after the Council started its work, an agency which performed 
many similar functions, had a larger staff, and enjoyed larger appropriations, 
was liquidated, 

Would you kindly have this letter inserted in the record of 
April 4. 


Very sincerely yours, 


June 
Economic 


and 
to proposals 
Consequently, the 
of Economic Advisers has 


my testimony on 


Leon H. KEYSERLING, Chairman. 
Senator Tuyr. What do you anticipate your next budget request 
might be? 
Mr. Krysertine. Well, if our past performance is any indication, 
I don’t see why our next budget request should rise above our current 
budget request, Senator. 
TRAVEL EXPENSE 


Senator Tirve. Would that be true of your travel ee 

Mr. Keyseriinc. On the subect of travel expense, which we have 
endeavored to keep low, one of the things we have done is this—and 
| don’t know to what extent it is a general practice. We get many 
requests from business organiztions to go out and meet with them and 
talk with them, and T have initiated, and I think we have fender 
fairly vigorous program of requiring wherever possible that they 
finance the trips instead of having them financed through the genera] 
process of Government travel. I can’t make any exact computatior 
of how much we have saved that way, but I submit that it is 
than $5,000 a year which in our small budget and in our small travel 
requests is a substantial amount. We have tried in every possible way 
through every avenue to make savings in our outlays. 

Senator ELtenper. Pursuing Senator Thye’s question a little fur- 
ther, do you know of any agency in Government that was in existence 
at the time you were created that had a department that was dis- 
pensed with and who are now depending on you for information ? 


1) 
il 


ECONOMIC SERVICE TO EXECUTIVE DEPARTMENTS 


Mr. Keyseruine. As I understand it, Senator, there wasn’t 
agency of Government similar to ours. 

Senator Exitenper. Pursuing the question further, you say that 
you are now doing service or performing service for many departmer its 


any 
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and I am just wondering to what extent these departments have dis- 
pensed with their economic group and are now dependent upon you. 

Mr. Keyseruine. I think you can be given a concrete example of 
that. I want to answer that in two parts, Senator. In the first place, 
it is to be presumed that the Congress initially did not set us up as a 
duplicating agency, and I think the Congress set us up because there 
was no general economic staff as distinguished from the economic 
staffs furthering the specialized programs of the different agencies and 
they felt that there was that need for that kind of coordinated review. 

But second and subject to that, insofar as something like that had 
got started, I think that that most closely related to what was called 
the fiscal division of the Bureau of the Budget, and my very clear 
understanding is that since the establishment of the Council that 
function has been very substantially reduced. I do know for example 
that one of the principal people in that outfit transferred to the Council 
and was not replaced. I am sure that that unit is a good deal smaller 
than it would have been if they had carried on doing work on a dis- 
cretionary administrative basis which the Congress recognized when 
it set up our agency. 

Senator ELtenver. How much of your work is done by other agen- 
cies? For instance, do you call on the Library of Congress to get you 
material that you could probably obtain yourself ? 

Mr. Kryseruinc. On the contrary, Senator. There are many in- 
stances where we are performing work for congressional bodies at 
lower cost than they could do it. Now let me give you one example of 
that: The Joint Committee on the Economic Report gets out monthly 
what is called economic indicators, which has been of such great value 
to the business community that voluntarily more than 50,000 copies 
of it have been bought through the Government Printing Office, 
which is a large number for recurrent technical service like that. 
Now, the Joint Committee on the Economic Report gets that out and 
they pay for the printing, but we do the work. In other words, it is 
a byproduct of our regular work and I am sure without any criticism 
of the committee that if they undertook themselves to do that there 
would be a larger expense than in our doing it. 

Senator ELttenper. What I had in mind, also, Mr. Keyserling, is 
this: As I understood it the Library of Congress has quite a few 
people that do work. Do any of those economists perform work for 

fous 
; Mr. Keysertina. No, sir; they do not. My understanding is that 
they exist to serve the Congress objectively. We have not had occa- 
sion to call on them. They from time to time have called on us. 

Senator Exienper. How much of this additional amount that you 
are asking for is to pay for higher wages, that is, increased wages of 
the employees you now have under you? 

Mr. Eacaaeien. Well, it just happened this morning, Senator, or 
yesterday morning that our budget man got sick and not being organ- 
ized in depth like some of these other agencies we have no one to take 
his place. So I couldn’t give you the exact figure. My recollection is 
that of the $75,000 additional money we are requesting, $65,000 is for 
personnel services and that over $62,000 of that is for new positions 
and for hiring some consultants. Less than $3,000 is for automatic 
salary increases. 
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ECONOMISTS’ SALARIES 


Senator E:tenver. What is the range of the prices you pay an econ- 
omist ? 

Mr. Keysreruing. Our absolute top is $10,000, GS 15. 

Senator ELtenper. And some agencies of Government you say pay 
as much as $3,000 more ? 

Mr. Keyseruine. Yes, 

Senator ELLtenver. For the same kind of work? 


STAFFING POLICY 


Mr. Keyseruine. I don’t think it is the same kind of work. In 
other words, we were being set up as a very small agency, Senator, at 
topside level of policy responsibility and we are not staffed in the 
same way as a large agency which has different gradations of people 
and so naturally our salary level runs higher than the average. We 
have 20 professional seitiale in all who are top specialists in various 
fields, and that is why they are called on by others. I could give you 
other examples of that, and the Defense Establishment and so on and 
so forth, who have gotten assignments of our people and General 
Bradley asked for one not long ago. Yet our top level is $10,000, 
which is the so-called P-8 grade, which is the top professional grade. 

Now, in the two or three hundred other superjobs which were 
authorized by Congress a few months ago—and I am not saying that 
critically—an evaluation was made and they were distributed among 
the different agencies on the basis of their claims and reviewed by the 
Civil Service Commission, and so forth. 

The only point I am making is that an indication of our economy 
is that we put in no requests and that now we find ourselves in the sit- 
uation where we find ourselves at a disparity with other agencies 
throughout the Government on a comparable basis, not comparing our 
top economists with administrators, but comparing them with the 
economists who serve as heads of various bureaus and units in other 
agencies who, by any fair test, are at a lower level of responsibility 
than our agency if it is going to do the job that it has todo. We are 
not on a comparable basis with the other agencies and we are not 
because I am paying the penalty for not having made that request. 
That is just sei think perfectly frankly that we are paying the penalty 
for the large amounts of money—and I think that you gentlemen 
have enough experience to know that this is true—the large amounts 
of money which our agency turned in after a year or two of operations 
because we didn’t want to staff just to be staffing. There were people 
who said that you are foolish, and you ought to go ahead because 
your future staffing is going to be based on what you did last year, 
although we were just getting organized and had not built up our full 
organization. I can say in all sincerity that if we had not done that 
and hadn’t turned back $150,000 in the first year or two or three, we 
would have had a more realistic picture of what we now need. I am 
not saying that critically of anybody and I am simply saying it as an 
indication of our genuine economy with a very small group. 


£1845—51——_7 
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The only other thing I want to say is that you deal here with billions 
and millions, and now we are talking about thousands, and there may 
be a predisposition to regard that whether a very small agency with 
a very small staff has a little bit more or a little bit less, 40 employees 
more or less, or 6 more or 6 less sounds like chicken feed, but 1 do 
think on the basis of experience which you may share, that if more 
emphasis were placed upon not judging the value of an agency and 
what it can do by the size of its staff there would be less of an incentive 
to build up large organizations just to show that they are important 
because they are big. 


REGIONAL COMMITTEE CONTRACTS 


Senator Sattonsratu. May I ask one further question. You have 
gotten into this one item called regional committee contracts. What 
is that? 

Mr. Kryseruinc. I want to say what that is because I think it is an 
evidence of economy. One of the problems we ran into, Senator Sal- 
tonstall, when we started studying this matter was that large groups 
of economists and other people said that in addition to the national 
problems with which we had to deal there were certain problems of 
regional economies vastly affected by Federal programs. Outstanding 
among those was the New England region, the southwestern region. 

Senator Sarronsrarn. I know now what you mean, that job. you 
did down South and the job that you are requested to do up in New 
England. 

Mr. Krysertine. Yes, and just let me say one thing about. that, 
Senator, that in getting that job done we got the services of outstand- 
ing business and independent economists, in the New England region, 
for example, to get a balanced committee. We got a vice chairman 
of the Federal Reserve Board in New England, and we got representa- 
tives of the outstanding universities in that area, and while they 
received compensation for their outlays which is represented by this 
item that you cite, if there had been genuine compensation for that 
number of people doing that kind of work it would have come to more 
than our whole budget for a year. So, under the provision of our law 
which permits us on contract for outside services, we have through 
the employment of these small funds gotten 30 or 40 outstanding 
people all over the country to develop regional studies at very, very 
low cost. 

Senator Maynanx. Are there any further questions? If there are 
no further questions, Mr. Keyserling, we appreciate your appearing 
here and we will make this statement that you made a part of the 
record. 

Senator Sauronstati. You said that you were asking for 6 new 
employees, as I understand it, and the figure shows e- new employees. 

Mr. KrYSERLING. Forty is our current level as I understand it. 
Senator, and we are asking for 46, which is an increase of 6, over our 
eurrent level, which is based upon an allocation of Defense Production 
Act funds. I think that 36 is the number of employees we are paying 
out of our regular appropriation. 

Senator Maysank. Thank you. 
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AMERICAN BATTLE MONUMENTS COMMISSION 


STATEMENTS OF HON. LESLIE L. BIFFLE, COMMISSIONER; BRIG. 
GEN. THOMAS NORTH, SECRETARY; AND LT. COL. CHARLES B. 
SHAW, OFFICER IN CHARGE, WASHINGTON OFFICE 


CEMETERIES AND BATTLEFIELDS 


Senator MayBanx. We will hear from Mr. Biffle first. 

Mr. Birrie. I am just here to accompany General North and Colonel 
Shaw, Mr. Chairman. 

Senator Maysank. All right, you may proceed, General. 

General Norra. On January 10 of this year we submitted a justi- 
fication of the appropriation request. In general terms I would recall 
that the Commission is responsible for the maintenance of eight 
World War I cemeteries in each of which is a handsome memorial 
chapel, and 11 monuments upon the World War I battlefields. In 
addition to that we are charged with the construction of 14 military 
cemeteries in foreign countries, in each of which the Commission also 
intends to build a memorial building. We are already engaged upon 
that work. 


CHAIRMAN OF COMMISSION 


This year, however, the Bureau of the Budget felt that because of 
defense needs the appropriations of this Commission should be cut 
and to those cuts the Commission has submitted, obviously, and I 
might recall that General Marshall is the Chairman of the Com- 
mission. 


INSCRIBING OF MISSING DEAD 


One unfortunate effect of this cut will be to delay the inscribing of 
names of the missing dead, about 80 percent of them, we estimate there 
are 80,000, all told, about 80 percent of those will be deferred in- 
definitely until those memorials can be built. 

Senator Maypanx. Let me ask you this: Can it get the materials 
for those memorials in those countries ? 

General Norru. Yes, sir; we can get it. We can get the material 
for the most part. So far I have had no basic difficulties and we are 
earmarking in foreign countries such materials as copper, which we do 
expect to use. 

Senator MaysankK. You mean that you are earmarking them ? 

General Norru. Our overseas offices are placing orders for those 
items for which we already have an appropriation. 

Senator MAYBANK. Suppose } your office overseas did not place orders 
for copper, we will say in the cemeteries in France or Italy or England, 
what would become of the copper ? 

General Norru. It would very probably go into other uses in those 
countries, sir, 

Senator Maypanx. What kind of uses? Is the allocation of copper 
as rigid and strict in France and Italy as it is here? 

General Norru. No, sir; we have been warned that it may become 
so. 

Senator Maypank. Why should the Budget determine what those 
countries might do on allocations? 
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General Norru. The Bureau of the Budget does not determine 
our actual allocations, 

Senator Marsan. I understand they determine it, they determine 
the money and the reason for the money, as I understand it, after 
Congress passed the law to build these memorials, and Congress 

assed the law that the boys whose parents wanted to bring them 

ack and bury them in this — and could do so, and if they 
did not want to do that they would be buried on European soil. 
Many of the people elected to leave their children where they were 
killed and the United States Government would properly look after 
them. It was no more expensive. Others brought them home. Now 
we have not done that and we have not put up these memorials and 
we have not inscribed the names of the dead. It that correct? 

General Norru. That is true in a sense. Our program has been 
slowed. 

Senator Maypank. We have not done it and you have not inscribed 
the 80,000 names of the dead that the Congress said to inscribe 3 or 
4 years ago. 

General Norru. It was 3 or 4 years ago. 


DELAY ON CONSTRUCTION OF CHAPELS 


Senator Maypank. And you have not built the chapels which Con- 
gress said to build, the chapels where these boys were buried in these 
places, for instance in Florence, Italy, and Salerno Beach. There 
are none of those chapels built. 

General Norru. No. 

Senator Maysanx. Congress told the mothers of these boys that 
they could leave them there or bring them home, and if they elected to 
leave them there as to what would be done, that these chapels were 
going to be built there and the graveyards were going to be properly 
looked after. Is that not true? 

General Norru. Yes, sir. 

Senator Maysanx. Have the chapels been built? 

General Norru. Not all of them, sir. 

Senator Maysank. How many have not been built? 

General Norru. We are engaged upon 8 out of the 14 and the other 
6 are to be deferred. 

Senator Maysanx. But you have not finished the eight. 

General Nortn. No. 

Senator Maysanx. That is what I say. The Congress has not done 
it and why should the Budget cut out the money, if you can get the 
materials, and do what we told the mothers and fathers that we were 

oing todo. Thesame with the cemeteries in Italy and there is nothing 
in Luxemburg, is there ? 

General Nort. No. 

Senator Maysank. The last time I was there there was nothing. 

General Nortu. That is what is to be deferred, sir. 

Senator Maysank. I wanted to get the record clear on that. 

Senator ELLenper. How much money are you asking for? Have 
you got a breakdown of that ? 

General Norru. Our appropriations, sir, are divided into two parts, 
one of them is maintenance and assimiliated expenses, and the other 
is purely construction. The maintenance requirement is an annual one 
and the construction is a no-year appropriation, sir. I am asking 
Colonel Shaw to answer your questions in detail as to the amounts. 
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1952 BUDGET ESTIMATE FOR MAINTENANCE OF CEMETERIES 


Colonel SHaw. We are asking for $560,000 for personal services for 
maintenance of the cemeteries. 

Senator Maysank. How much more is that than last year? 

Colonel SHaw. That is $60,230. 

Senator MayBank. Why is that ? 

Colonel Saw. Because we are taking over one additional cemetery 
in fiscal 1952, on July 1, a cemetery which we have not had for main- 
tenance before, and we have the largest of the cemeteries, Fort 
McKinley, Philippine Islands, which this year we will have 6 months 
only, and next year will have the full year. 

Senator Maypanxk. The law requires you, when the War Depart- 
ment and Quartermaster Corps gets ready to turn the cemetery over 
to you, the Battle Monuments has got to take it over and the law re- 
quires you to have that increase in appropriations for upkeep because 
you cannot just let it stay there in a foreign country with the American 
flag flying and have no grass growing over it and having it looking 
disreputable. Is that right? 

Colonel SHaw. That is right. 

Senator MaysBanxk. What is the other question ? 

Senator E.Lenper. I just wanted the totals. 


1952 BUDGET ESTIMATE FOR CONSTRUCTION 


Colonel SHaw. For construction we asked for $4 million. 

Senator Ettenper. How much did the Bureau of the Budget allow 
you? 

Colonel SHaw. We originally asked for $9,500,000, I believe. 

Senator ELLenper. What percentage of this amount is spent abroad, 
do you know? 

Colonel SHaw. I would say more than 98 percent. There may be 
a little bit of material bought in this country. 

Senator Ettenper. You are paying for all of the expenses of main- 
taining those abroad, and you fire local labor, do you not? 

Colonel SuHaw. That is right. 

Senator Evienper. I visited several of them in 1949. 

Senator SatronstaLu. Could I ask two questions, please. 

As I understand it, under these American Battle Monuments Com- 
mission operations, your increase of expenditures is due to your tak- 
ing over a new cemetery and also another cemetery, Fort McKinley, 
which has only been operated half a year this year, is that correct? 

Colonel Suaw. That is right. 


REBUILDING OF WORLD WAR I MEMORIALS 


Senator Savronstatu. So that is the estimate of the increased cost 
of $60,000, and now there is another item of $34,635 which I don’t 
quite understand, but you put in a claim to the French Government 
for. What is that for? What is that increase for? 

General Nortn. That was one of the memorials of the first war; 
this commission built a monument at Brest, in France. Before our 
entry into World War II, the Germans wantonly destroyed that 
monument; the monument consisted of a quite tall tower on some 
ramparts, and down the face of the ramparts was the inscription of 
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dedication. That inscription also was wantonly obliterated and this 
commission felt that it would be a proper thing not to rebuild the 
monument at this time but to at least restore that inscription; and we 
have already restored the small park around the monument which is 
one of the resorts of the city, but the Commission felt that it would 
be psychologically unfortunate to rebuild a handsome monument in 
this city while they still did not have roofs on their houses. We are 
now asking, sir, that we be given the funds to rebuild that part of it 
on the face of the ramparts which contains the inscription. We have 
asked the French Government to pay the United States Treasury in 
reparations, for the damage to the monument. If that money is paid 
our Commission will not get the money, it will go into the Treasury. 

Senator Sarronsraun. It will be very doubtful to expect the French 
Government to pay that claim. 

General Norru. They have paid several already, sir, smaller 
amounts, it is true, but they have paid several. 

Senator Sarronstati. Now, these estimates then of taking over 
these new cemeteries are estimates based on the experience in other 
cemeteries; is that right? 

General Norrn. Yes, sir. 

Senator Satronstaty. Now, may I ask you on the construction, 
you are asking for $4 million for construction ? 

Senator Maypanx. That is all the Budget gave them, Senator. 

Senator Sautonstaty. You have got quite a large carry-over of 
funds, have you not? 

Colonel SHaw. We have $1,450,000, which is carried over by direc- 
tion of the Budget Bureau; we would like to have it but they directed 
that we carry it over to next year. 

General Norrn. It also results in the slowing up of our work. 

Senator Satronsratt. And you lost $3 million last year on rescis- 
sions. 

Colonel SHaw. Yes, sir. 

Senator SatronsTaLL. So that the net this year which the Bureau of 
the Budget has allowed you is $4 million and you have a carry-over 
of $1,450,000. That is $5.450,000 if we allow it all. 

That is all new construction. Where is that new construction ? 

General Nortu. Well, we do a number of things, Senator. We are 
purchasing and installing headstones at all cemeteries. 

Senator Sautonsta.. That is new construction at all of the ceme- 
teries under your direction ? 

Senator Maypank. That is headstones. 

General Norrn. Yes: and the roads and plantings and buildings. 

Senator Maypank. You have got to put down concrete abutments 
for the headstones, because the cemetery at Cambridge was on land 
which the Government had made and the land sank, the coffins all 
sank, and we had to put a big wall around the place to keep the dirt 
from sinking further. 

Senator Sartonsrautyu, This item really is an item that we have to 
determine how fast the work should go ahead year by year. 

General Norru. That is right. 

Senator Maypanx. Any further questions? 

If not, the committee will stand in recess until 10 o’clock tomorrow. 

(Whereupon, at 5:05 p. m., Wednesday, April 4, 1951, the com- 
mittee recessed until 10 a. m., Thursday, April 5, 1951.) 
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